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SPECULATION, ARBITRAGE AND STERLING? 


Ir has come to be taken as axiomatic that a speculative attack on 
sterling must cause a heavy loss of gold and dollars. But the principal 
argument of this article is that rational speculation (in the sense of specula- 
tion at least possible cost) is innocent of any adverse effect on the reserves, 
and that, apart from irrational speculation, interest arbitrage must be held 
responsible for the drain of gold and dollars commonly attributed to 
‘ speculation. To be sure, it may well be, and in the 1957 crisis it certainly 
was, the case that speculation, by pushing forward sterling to a heavy 
discount, is ultimately responsible for the interest arbitrage margin in 
favour of foreign centres which gives rise to the adverse arbitraging opera- 
tions and the consequent loss of reserves. Nevertheless, it is important to 
insist that the loss of reserves should be attributed to arbitrage and not 
speculation—not on semantic or taxonomic grounds, Dut for the intensely 
practical reason that adverse arbitrage is far more tractable than adverse 
speculation. 

The thesis advanced here is implicit, inter alia, in Dr. Einzig’s standard 
work on forward exchanges,? and in Keynes’ plan for managed forward 
rates,? but has been so overlooked in recent years that, as it is hoped to 
show, wrong conclusions have been drawn on both the theoretical and policy 
levels.4 
- Besides the main thesis and its implications for theory and policy, 
this article contains: (a) an analysis of the three principal types of interest 
arbitrage; (5) a criticism, along welfare economics lines, of the policy of 
allowing the emergence of a discount on forward sterling; and (c) an 
appraisal of the practicability of the above-mentioned Keynes plan under 
present-day conditions. 


1 This article has greatly benefited from long correspondence with Mr. Harrod, who is not, 
however, to be held responsible for, or assumed to share, the views advanced here. 

2 P. Einzig, The Theory of Forward Exchange (London: Macmillan, 1937). 

3 J. M. Keynes, A Treatise on Money (London: Macmillan, 1930), Vol. II, pp. 319-27. 

* Since this was first written at the beginning of 1958 there has been some public discussion of 
the problem. See A. E. Jasay, “‘ Bank Rate or Forward Exchange Policy,” Banca Nazionale del 
Lavoro, March 1958, pp. 3-17; J. Spraos, A. E. Jasay and editorial writer, ‘‘ Exchange Policy in 
the Forward Market,” The Banker, April 1958, pp. 225-35; A. E. Jasay, ‘‘ Forward Exchange: 
The Case for Intervention,” Lloyds Bank Review, October 1958, pp. 35-45. 
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THREE Types oF INTEREST ARBITRAGE 


To begin with, a description of the various types of interest arbitrage 
needs to be given. This is essential for a thorough understanding of the 


There is, first, pure arbitrage. ‘This is the familiar type and is said to 
be “ pure” because it is not associated either with trading or speculative 
activities. It involves the movement of short-term funds between financial 
centres in search of the highest return. The repatriation of such funds 
must be covered against the exchange risk, otherwise there would be an 
element of speculation which is excluded by definition. Therefore the 
relative attractiveness of two centres depends, on the one hand, on the 
short-term interest differential between them and, on the other, on the 
margin between the spot exchange rate (at which funds must be converted 
for transfer) and the current forward rate (at which they must be covered), 

The neutrality condition, under which there is no incentive for interest 
arbitrage in either direction, is invariably stated ! in the form 


Discount rate in London — Same in New York = 
Price of sterling spot — Same forward 
(expressed as a percentage per annum of spot price), 


and there is said to be an arbitrage margin in favour of London, attracting 
funds to the City, if the left-hand side is greater; and in favour of New 
York if it is smaller. 

Actually this is a biased formulation. But its correct equivalent, being 
a little more complicated, is perhaps better left to a footnote,? for it is not 


1 See, for example, J. M. Keynes, A Tract on Monetary Reform (London: Macmillan, 1923), 
p. 124, and P. Einzig, op. cit., pp. 165-7. 


2 If X is the volume of funds measured in dollars; R the short-term interest rate in New York a 


expressed as a percentage per (say) three months and r the same in London, E the pound-dollar 
exchange rate in the spot market (the dollar being used as the numéraire) and e the same three 
months forward, there is no incentive to move funds in either direction when 

R—r e-—E 

I+r E 

If the left-hand side is algebraically greater there is an interest arbitrage margin in favour of New 
York and funds are under an incentive to move in that direction; conversely, if the right-hand 
side is algebraically greater the arbitrage margin is in favour of London. Observe that only if 
r = 0 does the above condition reduce to the traditional proposition that there is no arbitrage 
incentive either way when the interest-rate differential and the percentage forward (or ‘‘ swap ”’) 
margin are equal. Moreover, the bias in the traditional formulation is in one direction if we are 
working with interest rates, and in the opposite direction if we are working with discount rates. 
Denoting by D the discount rate per three months in New York and by d the same in London, 
we have the following identities: 


K(1 + R) = Ki (I + re or 


Ray”, and roo 
Whence, by substitution into the previous equality, we get 
D-d_«¢-E 
1-D_—s E 


The traditional formulation would now be strictly true if D = 0, and the reversing of the bias in 
that formation can be seen from the change in the sign in the denominator of the left-hand side. 
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essential to the logic of the argument at the intuitive level, nor need the 


_ biased formulation be misleading as to the facts if proper allowance is made 
‘for the bias. In fact, it will be seen that in examining the sterling crisis of 
1957 the biased formula was used for calculating the daily arbitrage margin 


between London and New York. To avoid misunderstanding this is made 
plain in each case by referring to the arbitrage margin so calculated as 
“crude.” In the period between July 1, 1957, and February 28, 1958, the 
crude arbitrage margin between London and New York was biased on 
occasions by as much as 4% per annum. This, whilst not large, is not 
negligible when pure arbitraging is said to be set in motion by a margin 
of as little as $% per annum. 

Another bias arises from the habit (of writers, not operators) of calcu- 
lating the percentage forward margin from the mid-point of dealers’ buying 
and selling quotations. The mid-point represents better terms than can 
be attained by either buyer or seller (though dealers themselves, when 


- acting for their banks, try to beat the quoted range of other dealers). It 
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should be understood that the crude arbitrage margin in Table I includes 
the bias from this source also. The magnitude of this bias is of the order 
of $% per annum, but is offset in part by the other bias. 

Under present exchange control regulations residents of the Sterling 
Area are precluded from exporting capital for interest arbitrage.1 The 
banks, however, constitute a partial exception to this. They are allowed 
to hold a limited volume of foreign balances as cover for forward commit- 
ments undertaken in the course of business with clients, and this gives them 
room for manceuvre. Thus if, say, a British importer wants to buy forward 
dollars, his bank will oblige by selling them to him. But it is not part of a 


-bank’s business to carry the burden of the exchange risk attached. It can 
' relieve itself of this burden either by matching its forward dollar sales to 


clients with its forward dollar purchases from clients, or, in so far as it is 


‘left with a net balance of forward dollar sales, by purchasing spot dollars 


to hold as cover. It is entirely under the bank’s control whether it will 
be left with a net forward commitment at the end of the day or not. For 
it can always vary its forward quotation in such a way as to balance supply 
and demand. If it chooses to accumulate a net forward balance (to be held 
under spot cover) it must be because it pays it to do so, since banks are not 
philanthropic institutions. And whether it pays it or not is governed by 
the arbitrage margin. 

Thus, in so far as the banks “‘ marry ” their forward purchases and sales 
of foreign currencies, they act like any other broker, bringing buyers and 


1 Non-resident sterling balances can be withdrawn freely, subject to restrictions on dollar 
convertibility if the balances in question are not held by residents of the ‘‘ American Account 
Area.” Central Banks of Sterling Area member countries are entitled to full convertibility for 
their sterling balances. But they are not known to engage (nor would it be in the spirit of the 
Area’s conventions if they did) in either arbitrage or speculation adverse to sterling. 
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sellers together and playing no independent part. In so far as they let 
their net forward commitments accumulate, they act, in effect, as pure 
arbitrageurs. Their arbitrage could perhaps be called passive, in that it 
emerges in the course of the banks’ work for their clients. But it is deliberate 
none the less, since its emergence could be checked by adjustment of the 
forward quotation to the point at which forward demand and supply of 
clients are equated. 

The second type of interest arbitrage may he called trader-arbitrage. 
The name is designed to indicate that such arbitrage is associated with the 
financing of international trade. The emphasis on the trading aspect is 
also intended to exclude any element of speculation—exchange risks always 
covered. If trade is financed in the country from which the goods originate, 
the importer or his bank carry a commitment to pay a sum in the exporting 
country’s currency x days after the shipment of goods, and this has to be 
covered by a forward purchase of that currency. If, on the other hand, 
the financing takes place in the country of destination, the remittance across 
the exchanges takes place immediately by a spot purchase, and there is no 
exchange risk for the importer to cover.2. There is thus the choice between: 
(i) paying the rate of interest ruling in the exporting country and buying 
its currency forward, and (ii) paying the rate of interest ruling in the im- 
porting country and buying the foreign exchange spot. In other words, 
which centre is the least costly for trade financing depends on exactly the 
same factors as those determining which centre yields the highest return in 
the pure arbitrage case. But since we are now dealing with the borrowing 
of funds, the signs are, so to speak, reversed. An arbitrage margin in 
favour of London attracts pure arbitrageurs but repels trader-arbitrageurs, 
and vice-versa. 

The neutrality condition (under which there would be no incentive for 
trader-arbitrage in either direction) is exactly the same as in the pure 
arbitrage case. But two practical differences may be noted. First, 


whereas for pure arbitrage the most relevant interest rates are probably’ 


1 Much confusion over the role of the banks in this field has arisen from the traditional dealer 
practice of covering immediately by a spot transaction each forward commitment entered into in 
the course of business. But this is generally only a stop-gap measure necessitated by the fact 
that the forward market is rather imperfect (particularly for odd maturities) and would therefore 
be overstrained if dealers attempted to “ marry ”’ immediately each forward sale by a purchase, 
or vice versa. The ultimate aim is to arrange such “‘ marriages,” and when this is achieved the stop- 
gap spot cover is reversed. If persistent failure to ‘‘ marry ” forward commitments is encountered 
it means that supply and demand are not in balance. In such an event the forward quotation 
would be adjusted, except in so far as it pays the banks to accumulate net forward commitments 
to be held under spot cover. 

* Financing in a third country is another possibility, which, however, complicates greatly the 
exposition without adding anything of substance. In any case, since British exchange control 
prohibits at present the granting of credits for trade in which neither party is a Sterling Area 
resident, London, which was pre-war the principal centre for third-country financing, is out of 
this business, and the remaining facilities in the world for such financing are very limited. 
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those on Treasury Bills,’ for trader-arbitrage it would seem that the interest 
rates on commercial paper are the more appropriate. Secondly, the mini- 
mum margin required to induce trader arbitrage is greater than in the pure 
arbitrage case, because, naturally, financial institutions are the most respon- 
sive in this respect, and their arbitraging operations are mostly of the pure 
type. Trader-arbitrage would not be expected to occur for as little as 
4% per annum, which can sometimes suffice for pure arbitrage. At 1}-2%, 


’ however, traders in primary products might well begin to stir, as such a 


percentage would make a substantial difference to the profitability of their 
activities, in view of the surprisingly low gross profit margins on which 
they operate.* 

Trader-arbitrage derives its importance from the existence of exchange 
controls. These controls limit the scope for pure arbitrage to such an 
extent that other forms of arbitrage which can be conducted within the 
rules acquire a special significance. Since 1953, when the present writer 
laid emphasis on trader-arbitrage,* exchange controls (as distinct from 
import controls) have not significantly diminished. 

The third type of arbitrage may be referred to as speculator-arbitrage. 
As the name implies, it is associated with speculation; with uncovered 
exchange risks. Nevertheless, the activity to be described is arbitrage in 
the fullest sense of the term, for it involves taking advantage of a strictly 
calculable and entirely non-speculative margin—the margin between costs 
of alternative means to the same speculative end. ‘Two sub-species may be 
distinguished. The first is tied up with trade in that the opportunity to 
engage in one of the speculative alternatives arises from the operator’s 
capacity as a trader; the second is tied up with investment for an analogous 
reason. As an illustration of the first, take an American importer of British 


| goods. He can speculate against the pound by either: (a) getting his 
| trade financed in London, thus contriving to owe sterling, or (4) financing 


his trade in New York and simultaneously opening a speculative position by 


_ a sale of forward sterling. Since under alternative (a) he would be paying 


the appropriate London interest rate, whilst under (6) he would be paying 
the corresponding New York interest rate, and the remittance to the British 


1 This is only valid as between countries which have organised markets in Treasury Bills, and 


» even then the Treasury Bill is far from being the only arbitrage medium. Occasionally market 


imperfections give rise to arbitrage profit in one direction between Treasury Bills and in the opposite 


direction between (say) bank deposit accounts. 


* To be sure, there is still some scope for banks to engage on their own account, and unbeknown 


| to the traders themselves, in what is here called trader-arbitrage—they do so whenever they set 
| out to answer the question: to refinance abroad or not to refinance? (Refinancing means, in 
_ effect, the shifting of credit from the bank which has nominally granted it to a trader on to the 
| shoulders of some other bank.) In that event, the inducement margin for trader-arbitrage need 
_ be no greater than for pure arbitrage. But exchange regulations do not at present allow refinanc- 
' ing in London, and this cuts out the principal source of refinance credits in the world, 


% See J. Spraos, ‘‘ The Theory of Forward Exchange and Recent Practice,” Manchester School, 


| May 1953, pp. 87-117, especially pp. 109-10. * Ibid., pp. 92-6. 
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exporter would be made by a spot purchase of sterling, the same four 


factors come into play: the interest rates in the two centres and the spot 


and forward exchange rates. If we are to compare like with like, the size 
of the open position should, of course, be identical under both alternatives, 
and in that case the point for cost indifference between them is given by 
the same neutrality condition as for the other types of arbitrage. 

As an illustration of the second sub-species, take an American financial 
institution with funds available for short-term employment and anxious to 
back an up-valuation of the Swiss franc. It can either: (a) buy spot francs 


and employ its funds in Ziirich, or (6) employ its funds in New York and” 


puchase forward francs. Clearly, once again the relative merits of the 
two alternatives depend on the same four factors, and the position of in- 
difference between the alternatives is indicated by the same neutrality 
condition as before. 

The difference between a speculator-arbitrageur and, what we might 
call, a pure speculator is that the latter has neither spare liquid funds to invest 
nor trade to finance, and therefore has no choice in his method of specula- 
tion: he must necessarily buy or sell forward. A speculator-arbitrageur 
need not, of course, limit his open exchange position to the point which his 
resources or trading activities permit him to reach by either of the methods 
described. But inso far as he exceeds this point he acts as a pure speculator.! 

Finally, the minimum margin required to channel speculator-arbitrage 
in one direction rather than another should be no greater than for pure 
arbitrage—t.e., $°, per annum—when the speculator-arbit-age is associated 
with investment; and when associated with trade it should be no greater 
than for trader-arbitrage. There can, of course, be no speculator-arbitrage 
at all, no matter how big the margin, unless people wish to engage in 


currency speculation. But from the point of view of sterling, which nowa- 


days is frequently the object of speculation, speculator-arbitrage is very 


important, and much may depend on understanding it fully and turning ~ 


it to good account. 


EFFECT ON RESERVES 


The full story of the effects of interest arbitrage on a country’s gold and 
dollar reserves, under all possible contingencies, is as interesting as it is 
complicated, and has yet to be written.2_ But here the objective is more 


1 Pure speculation, be it noted, is not open to a Sterling Area resident because (except by 


special approval) he is allowed to buy or sell currency forward only for the purpose of covering a — 
trade contract in foreign currency. For the same reason speculator-arbitrage is not open to him, © 
since one of the alternatives under each sub-species involves entering the forward market, but — 


not for cover. 


* For recent discussions of parts of the field see M. N. Trued, “ Interest Arbitrage, Exchange — 


Rates and Dollar Reserves,” Journal of Political Economy, October 1957, pp. 403-11; the present 
writer’s letters to The Economist (February 8, 1958, p. 479 and March 15, 1958, p. 931) and that 
Journal’s Business Leader of March 1, 1958 (pp. 775-6); also the literature quoted in footnote 4, 
on p. |. 
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limited: to show in the light of the previous section that, in principle, gold 
and dollars are lost not through speculation but through arbitrage. For 
this purpose the various ways in which a bear attack against sterling is said 
to denude the reserves will be considered, and the logic of each examined 
in turn. 

Take first the case which can be disposed of most easily: the repatria- 
tion of foreign-owned funds from London. If these were covered by a 
forward deal in the first place they were carrying no exchange risk. They 
are therefore withdrawn either for some extraneous reason, which is irrele- 


' vant, or because the interest they can now earn in London minus the cost 


of forward cover is less than they could earn in their country of origin. If 
the latter, it is a case of pure arbitrage, not speculation. If, on the other 
hand, the funds in question were not covered to begin with, their owners 
can always turn to the forward market when they find the exchange risk 
too heavy to carry any longer. If they choose instead to withdraw them 
it must be that they can get better value by so doing—again a case of pure 
arbitrage. 

Secondly, take the case of foreign-owned funds which in the sterling 
crisis of 1957 were said to be under double incentive to move from London 
to West Germany: the expectation of sterling devaluation or D-mark up- 
valuation. If, say, an American who keeps funds in London wants to back 
an up-valuation of the mark, he can do so by buying forward marks; he 
need not transfer his funds to West Germany. If he rationally chooses the 
latter it must be because he can thereby attain his speculative end on better 
terms—a case of speculator-arbitrage.! 

Thirdly, turn to the adverse “ leads” and “ lags’ in commercial pay- 
ments. Are these the result of speculation pure and simple or of speculator- 
arbitrage? Take the case of an American importer of British goods. He 
has been financing his trade in New York,? and could therefore discharge 
his sterling obligation immediately on shipment of the goods. Now he 
suspects that sterling might be devalued and—so the argument goes— 
wishing to be in a position to benefit from such an eventuality he delays 
(“lags ’’) his sterling remittance. But this means that he now switches to 
London for the financing of his trade, and why should he do that unless it 


take the Sterling Area importer who, not wishing to be caught with a 


| foreign-currency obligation in the event of sterling devaluation, is said to 
nim, © 
but © 


accelerate (“lead ’’) his remittance. This, too, implies a switch of finance 
from abroad ‘to London, and what, if not a relative cost advantage, is the 


1 It has been suggested to the writer that German exchange controls prevent the short-term 
employment of non-resident marks. This is equivalent to a zero short-term interest rate. 

* If he employs his own capital for such financing it makes no difference, since this would 
have an opportunity cost determined by New York interest rates. 
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rational inducement for this in preference to covering forward the foreign- + I 
currency commitment? In short, assuming rational behaviour, it is not , | 
speculation, as such, that causes the damaging “leads” and “lags ” in| i 
payments, but the particular form it is induced to take by arbitrage con- £ 
siderations.! ££ 
All this is doubtless obvious once stated. Jts importance derives from | 5 
the fact that the authorities, by intervening to keep the arbitrage incentive ; 
in the right direction, can induce all bear speculation against the pound 
to take the form of forward sales of sterling, thereby rendering it harmless _ t 
to the gold and dollar reserves. TF 
If the forward market is not subject to official intervention a bear attack it 
will cause an immediate loss of dollars irrespective of whether it consists of 
spot or forward sales of sterling. If it consists of spot sales the loss is direct. 4 t 
If it consists of forward sales the loss is indirect but no less immediate. For £ 
the forward sale must be absorbed, and this will be accomplished through | 
a fall in the forward rate sufficient to induce some arbitrage-motivated  t 
purchase of forward sterling. This would transmit the impact to the spot  f 
market. If, for example, pure arbitrage were involved, the arbitrageur © s 
would combine his forward purchase of sterling with a spot sale of it. Thus, 1 
the forward sterling sale of the speculator would be converted to a dollar- © s 
absorbing spot sale per medium of the arbitrage margin which the initial § < 
action of the bear speculator opened up against London.? C 
At a time of acute scepticism over the future of the sterling parity the ¢ | 
C 
I 


arbitrage margin against London is persistent. The volume of arbitraging } 


Gime. ae 


ne 


operations which is forthcoming is not sufficient to close it, because once 
the forward sterling discount narrows to a certain point there is a rush of | 


\ 

1 In a footnote on p. 115 of the present writer’s ‘‘ The Theory of Forward Exchange and i t 
Recent Practice” (op. cit.), the following passage was quoted from the United Nations Report — 
on Measures for International Economic Stability (November 1951): “‘ A rumour of currency devalua- 4 
tion that advanced exchange transactions relating to imports by an average of one month, and | ! 
delayed transactions relating to exports and other receipts by one month, would lead to a drain | 1 
on the reserves equivalent to two months imports.” The distinguished authors of the Report @ , 
were then criticised for failing to appreciate that a devaluation rumour need not have any accelerat- 
ing effect on a country’s import payments. At the same time it was granted that it would inevit- | 
ably have a delaying effect on export receipts. But this was a mistake, and should not have been 
granted, for this, too, depends on arbitrage considerations. 

2 Cf. A. I. Bloomfield, Capital Imports and the American Balance of Payments 1934-39 (Chicago: 
The University of Chicago Press, 1950), pp. 20-1. There is another argument which purports 
also to reach the conclusion that in a market free from official intervention a forward sale of 
sterling would deplete the reserves just as much as a spot one. It rests on the banks’ practice of 
obtaining immediate spot cover for each forward commitment undertaken towards clients. But 
this argument is either fallacious or merges into the one outlined in the text. It is fallacious in © 
so far as it overlooks that the spot cover is generally a stop-gap measure, to be reversed when ‘the © 
‘* marriage ’’ which dealers actively seek between their forward purchases and sales of sterling is ~ 
achieved. It merges into the argument of the text in so far as the banks find it profitable, thanks 
to the arbitrage margin, to accumulate net forward commitments under spot cover, thus acting 
in effect as pure arbitrageurs. (The background to this is discussed in the section entitled ‘* Three 
Types of Interest Arbitrage.’’) 
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pure speculators offering forward sterling. (They cannot offer spot ster- 
ling, because, by definition, they do not possess any.) In other words, 
in those circumstances the supply of forward sterling becomes highly 
elastic, because the potential cost of unsuccessful speculation becomes low 
relative to the potential rewards of success. Thus, on account of pure 
speculation, an arbitrage margin against London can persist for a long time, 
acting as a standing invitation to dollar-absorbing arbitrage. 

If, however, the authorities intervened in support of the forward rate 
the adverse arbitrage margin could be turned into a favourable one and the 
drain on the dollar reserve eliminated. The bear sales would be deflected 
by the favourable arbitrage margin to the forward market, where they 
would be absorbed by the support purchases of the authorities until such 
time as they came to be reversed by the bears themselves. For it is to be 
expected that they would be reversed. In the case of the pure speculator 
(who, by virtue of exchange controls, cannot be a Sterling Area resident) 
there is in fact no choice. He does not possess the sterling which he sold 


_ forward, so he must inevitably cancel his open position by a purchase of 
' sterling on or before the maturity of his initial deal. He can, of course, 


renew his open position, but sooner or later he must close it. The foreign 
speculator, on the other hand, who has sold forward sterling for dollars and 
at the same time owns sterling balances can, if he wishes, ask for the dollars 
on the maturity of his deal (or, for that matter, earlier). But why should 
he thus transfer his capital if the arbitrage margin continues to be in favour 
of London? There are, of course, balances being withdrawn all the time 
because they are needed for other purposes, but so long as London retains 
an arbitrage advantage, other foreign funds, becoming simultaneously free, 
will take their place. (The question of reversibility is considered again in 
the section entitled ‘‘ Arguments and Counter-Arguments.”’) 

Thus the authorities’ purchases in support of the forward rate would 
not involve them in any loss of dollars. Such purchases would amount only 
to a book-keeping commitment to pay dollars x days ahead—a commitment 
destined to be cancelled before it matures. 

The conclusion then is that a speculative attack is not a sufficient con- 
dition for a loss of dollars. Such a loss will occur only if the speculative 
attack is allowed to depress the forward rate and thus create an adverse 
arbitrage margin which will shift the burden of the attack on the spot 
market. In fact, it can be fairly said that arbitrage, not speculation, is the 
source of drain on the reserves. For should the authorities intervene and 
support forward sterling at a point which retains an interest arbitrage 
margin in favour of London, speculation, whether pure or impure, will 
remain but (in so far as it is rational) the loss of reserves will cease. 
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TABLE | 
London—New York Interest Differential, Forward! 
4 
Date| 1 | 2 | 3 | 4 |} 5 | 6 |]7{|s|o9'| 2 | u | 2 | 3 |, 
July 1957: | | | | | | 
Yield differential between U.K. | | i 
and U.S. treasury bills . - | 0-75 0-67} 0-67 0-70 | 0-87) 0-87] 0-87) 0-87] 0-81 
Forward dollar premium as per- | 
centage per annum ° - | 1:30 1:30} 1:30} 1-30! 1:30 | 1-30} 1-30} 1-30) 1-21] 1-21 
Crude arbitrage margin 0-55 0-63| 0-63) | 0-60 | 0-43] O43) 0-43) 0-34) 0-40 
August 1957: | | | | 
Yield differential between U.K. | | | | ly 
and U.S. treasury bills . - | 0-53 0-60 | | | | 0-58; 0-60} 0°59) 0-63 0-56) 0-47 
Forward dollar premium as per- | | | | 
centage per annum is - | 257 1:57 |} 1:57| 1-80) 1-84] 1-71 2-07} 2:20) ° 
Crude arbitrage margin . - | 1:04 0-97 | 0-99} 1-20} 1-25} 1-08 151] 13 
September 1957: | | 
Yield differential between U.K. | 
and U.S. treasury bills . ° 0-57} 0-59} 0-60) 0-74 0-76; 0-72) 0-72) 0-70) On 
Forward dollar premium as per- 
centage per annum ° ° 3:82; 440} 4:22) 3:87) 4-04 4:04) 3-95} 3-86) 3-86) 42 
Crude arbitrage margin . 3°83) 3-63] 3°24 | 3-30 3-28) 3:23) 3-14) 316!) 3-5) 
October 1957: 
Yield differential between U.K. } | | } 
and U.S. treasury bills . | Sal 311} 3:12] 3-16) 316) 3:30! 3:10) 310) 3-10 | 
Forward dollar premium as per- | | j | 
centage per annum < ri 4-47 4-52 4-65) 4-65) ; 429) 393) 3-30 3-39 3-48 | | 
Crude arbitrage margin . - | 136 1-41} 1:43) 1-39) } 1:13] 0-83} 0-20] 0-29] 0-38) j 
November 1957: | | 
Yield differential between U.K. j | | 
and U.S. treasury bills . - | 3°06 3°06 | 313) 316) 319 320; 32 
Forward dollar premium as per- } | 
centage per annum ‘ - | 339 3-48) 366) 3-66) 3-44) 3-17 | 3:20) 3-26; 3% 
Crude arbitrage margin . - | O33 0-42} | 953} 0-28 0-02 | 0-06; 0-05 
December 1957: | | | 
Yield differential between U.K. | | | 
and U.S. treasury bills . ° 3-44) 345) 3-46) 3:46| 3-46) 3-55 3-55| 355; 3-52) 3-48 
Forward dollar premium as per- | 
centage per annum ° e 3-25) 3:17) 3:07] 3:12) 3-07 3°07} 2:94) 2:90) 2:90) 2% 
Crude arbitrage margin . ° —0-19 | —0-28 | —0-39 | —0-34 |—-0-39 —0-48 |—0-61 | —0-65 | —0-62 |—0-1 
January 1958: 
Yield differential between U.K. | 
and U.S. treasury bills . . 3°62] 3°59 | 3:59} 3°54) 3:60) 3-63) 3°76) RD.) 
Forward dollar premium as per- gs 
centage perannum .  .| 312 | 2:94] 3-02 | 3-02| 3:07] 3-07] 2:98] 2-94 ci 
Crude arbitrage margin . * —0-68 | —0°57 —0-57 | —0°47 | —0-53 | —-0-65 | 0-82 | —0O-N F ~ 
February 1958: | 
Yield differential between U.K. | j 
and U.S. treasury bills . ° 4-66) 456) 4:53] 4-52) 4-44 445) 439 ER 4 
Forward dollar premium as per- F 
centage per annum ° ° 3-46) 3°55) 3-55/ 3-60) 3-68 3°68} 3°64) 360) 3H) 3 
Crude arbitrage margin —1-20 |—1-01 | —0-98 | —0-92 |—-0-76 —0-77 |—0-75 —ON8 4 
= 
— 

















Notes: 


Yrerp DirFeRENTIAL BETWEEN U.K. anv U.S. Treasury Bitis. Based on market yields for Treasury Bills of the respective counts) | 
with maturities as near to three months as possible. 
there are no maturities of exactly three months. The “ ask ” New York yield, as quoted by the Wall Street Journal, has been used throug | plar 

j 


out. 


U.S. Treasury Bills are issued only on 


lays, hence on other days of the wet!’ mar 


Forwarp Do.tiar Premium AS PERCENTAGE PER ANNUM. The mid-point between dealers’ buying and selling rates for the thr four 


months forward dollar quoted in London at the close of daily business has 
it has been expressed as a percentage of the spot rate. 


Source: Samuel Montagu’s Review o, 


f 


IMPLICATIONS FOR THEORY AND PoLicy 


taken and after being converted to a per annum 
Foreign Exchanges. 


On the plane of theory the above is principally relevant to the debate 


on pegged (but adjustable) versus floating exchange rates. 


The main 


argument against pegged exchanges advanced by the advocates of floating 
rates is that by providing a “‘ one-way option ” for speculators, that is by 


giving them the opportunity to gain from devaluation without the risk of 


baa Bill 
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q 
TABLE, 
war! Exchange Premium, and Arbitrage Margin 
13 | | as | a6 | a7 | ae | a9 | 20 | a | 22 | 23 | 2 | 25 26 27 28 20 | 30 | 3 
i 
0-87| 0-87] 0-87) 0-92] 0-97 0-87} 0-70! 0-68] 0-68] 0-66 0-61} 0-52] 0-52 
1-21} 1-21] 1-21] 1-21] 1-21 1-30} 1:39} 1-39) 1-48] 1-57 1-66| 1-57] 1-57 
) | 0-34] 0-34] 0-34] 0-29] 0-24 0-43} 0-69! 0-71} 0-80) 0-91 | 1-05} 1-05} 1-05 
5} O47 0-46) 0-56] 0-73 | 0-78| 0-78] 0-83) 0-85| 0-73 | 0-72| 0-59] 0-58) 0-58) 0-65 
1} 20) 9.52] 2-87] 3:59 4-04] 5-39] 503} 525] 5-12 3:32| 2:34) 2:16) 3:41) 3:77 
L] 1G 2:06) 2:31] 2-86 3:26] 461] 420} 440] 4-39 2-60| 1-75) 1-58) 2-83] 3-12 
dD} On 0-71| 0-69) 0-69 3-11 3-20] 3:16) 3-16] 3-16] 3-20 3-21 
5} 42 | 4-31| 521] 5-75) 5-93) 4-67 4-67| 4-02} 421] 466] 5-20 4-29 
5} Sl 3-60] 4-52] 5:06 1-56 1-47} 1-86] 1:05] 1-50] 2-00 1-08 
3-06] 2-99] 2-98] 3-00] 3-05 3-07] 3:04] 3-04) 3-07) 3-05 3-05] 3:05] 3-05) 3-06 
353} 361] 3-53] 3-79) 3-84 3-61] 3-57| 3-57| 3-61] 3-48 3-44] 3:39| 3-22! 3-17 
| 0-47| 0-62} 0:55] 0-79) 0-79 0°54] 0°53} 0-53) 0-54] 0-43 0-39} 0-34] 0-17] O11 
0; 32 321} 3-51 3-55| 3:55) 3-55] 3:54) 3-41 3-40) 3:38 3-38) 3-39 
6) 3% 3:26| 3-44 3-35| 3:20) 3:35] 3-44) 3-26 317] 3:17} 3:38] 3:30] 3-30 
6} 0-0 0-05 |—0-07 —0-20 | —0-35 | —0-20 | —0-10 | 0-15 —0-23 |—0-21 —0-08 |—0-09 
2) 4 3-44| 3-42) 3-42] 3:38] 3:38 3-38] 3-42 3-37 3-17| 3°64 
0} 2% 2:81] 2-81] 2-90] 2-90] 2-90 2-90} 2-90 2-90 2-94] 3-12 
32 | —0'58 —0-63 |—0-61 |—0-62 |—0-48 | 0-48 —0-48 |—0-52 —0-47 —0-83 |—0-52 
38-381] 3:79] 3-84] 3-80 3-82} 3-88) 3-96] 413) 413 4:18] 4:22] 433] 4-56] 4-68 
| 315} 3:15] 3-15] 3-24 3:33} 3:24] 3-24] 3-24] 3-24 3-24] 3:33) 3-20] 3-29] 3-46 
—0-N —0-66|—0-64 |—0-69 |—0-56 —0°49 | —0-64 | —0-72 | 0-89 |—0-89 —0-94 |—0-89 | —1-13 |—1-27 | —1-22 
| ; 
4% | 4:37 4-40} 4:38] 438] 451] 4-65 4:90| 4-81] 4-83] 4-83 
3-60] 3-64| 3-56] 3-74 
50] 3H) 3.73 3-73) 3-60] 3-46] 3:55) 3-55 
—t —0-64 —0-67 |—0-78 | —0-92 | 0-96 |—1-10 —1-30 |—1-17 |—1-27 |—1-09 
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ecountis) Crupe ARBITRAGE MARGIN. Equals the difference between two Lager s pS ng A pene . =r: indicates that the ty 
of the wet!’ margin is in favour of New York and a negative one that it is in favour of Lon ers from the true arbitrage margin (for ex- 
d throug planation see above under “ * Taree Types « Interest Arbitrage ”) and usually cxageraes it by at least 1% 

|. Blank cells are d for by and American and English h In relevant U.S. data for 
r the i four dates could not be traced in Londen, wialee for September 19—the date of the Bank Rate rise from 5 to Te viele of U.K. Treasury 








num Bills were somewhat nominal. 


loss from up-valuation, it encourages large speculative attacks on a suspected 
currency, which impose an intolerable strain on the reserves.1_ But whilst 


te 1 Of the large number of possible references in this field suffice to mention Professor J. E. Meade 
An d (‘‘ The Case for Variable Exchange Rates,” Three Banks Review, September 1955, pp. 3-27, 
ng especially p. 13), who is the best known advocate of floating exchanges in the United Kingdom, 
by i and Mr. W. M. Scammel (International Monetary Policy (London: Macmillan, 1957), pp. 98-9), 


fi who, after giving an exhaustive list of pros and cons, declares the above argument to be the most 
oO f telling. 
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our analysis does not affect the “ one-way option” argument it does in- 
validate the conclusion that a speculative attack encouraged by such an 
option must necessarily cause a loss of reserves. In principle, it will do no 
such thing if the arbitrage incentive is held at a position favourable to the 
suspected currency. 

On the plane of policy the principal conclusion to be drawn from the 
above analysis is that the system instituted in December 1951, and operated 
ever since, whereby forward sterling is allowed to float whilst the spot rate 
is pegged within narrow limits, suffers from a serious flaw. A speculative 
attack pushes forward sterling to a heavy discount, and this provides the 
incentive for adverse interest arbitrage in the absence of which speculation 
against sterling would have left the reserves unscathed (except in so far as 
it is irrational, about which more below). Bank Rate has then to be called 
upon to compensate for the wide forward discount—-the two largest jumps 
in Bank Rate since the reactivisation of monetary management in 1951 
(March 1952, 14% rise; September 1957, 2% rise) were preceded by a 
sharp widening of the forward sterling discount—irrespective of the internal 
health of the economy. 

It is instructive to survey the picture of recent months protrayed in 
Table I. The table begins three weeks or so before sterling first came 
under suspicion. By the end of July the crude arbitrage margin had 
widened sufficiently to induce some run-down of the London balances of 
American and other foreign banks. For the alternative course of keeping 
them in London covered against the exchange risk would have left them 
worse-off by more than 4% per annum, which is the figure at which banks 
are said to become sensitive. In the next fortnight the position deteriorated 
rapidly, and, in the week beginning August 19, London’s relative disadvan- 
tage had grown to 4% per annum. At that point, in addition to pure 
arbitrageurs, every conceivable bear, who had the choice, was offered a 
strong inducement to act in a way detrimental to the reserves. The Ameri- 
can importer of Sterling Area goods, for example, was doubtless motivated 
by speculation when he lagged his payment, but if he was a rational man 
the reason for his choosing this method instead of a forward sale of sterling 
(the adverse effect of which could be neutralised) was that the latter was 
now so much more expensive. With a difference of 4% per annum, only 
those who did not own or could not borrow sterling would have been ex- 
pected, in principle, to speculate by selling it forward—and that because 
they had no alternative. 

In the following week, the last in August, the crude arbitrage margin 
narrowed considerably, thanks, doubtless, to official intervention. On a 
couple of days (27th and 28th) it narrowed sufficiently to eliminate for all 
but the most alert arbitrageurs the inducement to act in a way harmful to 
the reserves. Thereafter, however, whilst official intervention continued, 

1 See The Economist, August 31, 1957, p. 700. 
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it was less ambitious. Could it be because the authorities were (unneces- 
sarily) alarmed at the rate at which their forward commitments were 
growing when the forward sterling discount was kept low? In any event, 
for the first fortnight of September the true arbitrage margin between 
London and New York stood against the former in the region of 3% per 
annum, which was high enough to encourage a heavy pressure on the 
reserves. And the position between London and West Germany was far 
worse, the forward sterling discount against marks being more than double 
the discount against dollars. It is the contention of this article that herein 
lies the principal explanation for the gold and dollar losses of August and 
September 1957 (see Table II). 

















Taste II 
Changes in the Gold and Dollar Reserves 
Actual change True dollar 
in reserves, balance in 
$ million. period,* $ million. 
1957: | | 
July . : : ‘ , , — 14 — 32 
August : ; : ; - | —225 —300 
September . ‘ ; . | —292 —296 
October. A . i ; +243 +141 
November . ‘ ‘ ‘ : + 92 + 71 
December . . ‘ ; : + 88 + 86 
1958: 
January. ‘ i ‘ - +131 | +166 
February . j ' é . | 


+135 | +207 





* Adjusting for one month lag in settlement of E.P.U. balance, for known special payments 
(but not regular or quarterly ones) and credits from I.M.F., Export-Import Bank, etc.; no adjust- 
ment is made for Germany’s deposit of £75 million in the summer months. Source: The Economist, 
February 8, 1958, p. 508, and March 8, 1958, p. 867. 


And so to September 19, when Bank Rate was raised from 5 to 7%. So 
far as the arbitrage margin is concerned there is no difference between 
increasing the interest differential and narrowing the forward sterling dis- 
count, so the arbitrage margin shrank, though it remained somewhat against 
London for another fortnight or so. Then, about October 8, 1957, the 
arbitrage margin moved into the neutral belt, where there is no substantial 
arbitrage incentive in either direction, and remained there (with the possible 
exception of one or two days) until January 22, 1958. Nevertheless, after 
the severe pruning undergone by the working balances of foreign banks, 
when holding them covered in London became so expensive, there would 
be some replenishment of them even under a neutral arbitrage margin, and 
the reserves would stand to gain from it. Finally, the fall in the rate of 
discount on U.S. Treasury Bills, which had started in mid-November 1957, 
gained momentum in January 1958, and by the end of that month a clear 
arbitrage margin in favour of London had emerged and was maintained 








14 THE ECONOMIC JOURNAL [MARCH 


over the early part of February. Naturally the reserves could not fail to 
benefit from it. The wheel had now turned full circle, and the authorities 
acknowledged this fact on March 20, 1958, when they reduced Bank Rate 
from 7 to 6% and followed this up by further reductions later. 

The combined story told by Tables I and II is doubtless capable of 
more than one interpretation. All that can be said for the proposition 
that the arbitrage margin lies at the back of a very substantial part of the 
recorded changes in the gold and dollar reserves is that it is consistent with 
that story. But if the logic is consistent with the facts there is something 
to be said for sticking to the logic. The moral as far as policy is concerned 
is that it was a serious mistake to let forward sterling go to a heavy discount 
in the two months of crisis, August and September 1957. 


ARGUMENTS AND COUNTER-ARGUMENTS 


The first argument against supporting the forward rate is that it in- 
creases the scale of attack against sterling by reducing the cost of failure to 
the speculator, and in the limit, when the forward rate is held at the spot 
parity, by eliminating such cost altogether.!_ For in that case the specu- 
lator is able to reverse at any time his forward commitment on the same 
terms as those under which he made the commitment in the first place. 
But so what? As previously indicated, speculative forward deals are mere 
book-keeping entries destined to be rubbed off. This is manifestly so for 
the pure speculator who cannot deliver the sterling he has sold forward 
because he does not have any. It is equally so for the chap who does have 
the sterling but has no incentive to deliver it because, when the arbitrage 
margin is in favour of London, he can do better for himself by reversing 


his forward commitment, instead of letting it run its course and foregoing, ' 


in consequence, the superior return which he can obtain for his funds in 
London. 

There is thus no limit to the resistance potential of the authorities to a 
speculative attack of this kind, except the size of the books in which they 
enter their forward transactions. There is admittedly the danger that 
they might lose their nerve if, as a result of their support of the forward 
rate, they see their forward dollar commitments mounting beyond the total 
reserves.” But such a loss of nerve would be groundless. For the only 
people who can call upon the authorities to honour their forward dollar 
commitments are those who either possess sterling which is convertible (de 
jure or de facto) or who can borrow it; people, in other words, to whom 
the authorities have a standing commitment anyway. Ali the other forward 
dollar commitments of the authorities would be to operators who have sold 
sterling “short,” and who must therefore inevitably enter into a reversing 


1 See, for example, The Economist, August 31, 1957, p. 700. 
* Cf. P. Einzig, op. cit., p. 392. 
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transaction on or before the maturity of their forward deals, thereby can- 
celling the authorities’ dollar commitment. 

A second argument against official support of the forward rate is that 
though it benefits the published reserves, it is tantamount to “ cooking ” 
them, inasmuch as the benefit in question is gained by pushing the seamy 
side out of sight into the forward account. Dr. Einzig tells us that when 
he was writing his classic book it had become “ an accepted rule that if the 
foreign curriencies held by the Central Bank are sold forward they cannot 
be included in their metallic reserves.” 2 He later showed this for the 
nonsense it was,° and, fortunately, post-war practice in the United Kingdom 
has taken no notice of this “rule.’’ Is it not, in fact, the failure to divert 
a speculative attack out of sight into the forward account that makes for 
“ cooking” of the true position? Take an American importer of British 
goods who delays payment, instead of having his speculative fling by means 
of a forward sterling sale. He makes a hole in the reserves; but does he 
alter for the worse the Sterling Area’s real balance of total assets and 
liabilities? 

Another argument, sometimes met in conjunction with the previous one, 
is that the diversion of speculators to the forward market does not eliminate 
the loss of reserves, it merely postpones it. According to this argument, 
the authorities, instead of paying gold now, undertake through their support 
operations to pay gold in (say) three months’ time, and when the under- 
taking matures they are no better off. But this is not so. As already 
indicated, operators who had sold sterling “short” are in the nature of 
things compelled to reverse their initial deals. Whilst those who possessed 
convertible sterling but chose to cover it by a forward transaction instead 
of converting it via the spot market, would also be expected to reverse their 
initial deals if they are rational. For just as in the first place the authori- 
ties’ support of the forward rate made spot conversion less desirable than 
forward cover, so their continuing support would make conversion more 
costly than reversal of the initial deal combined (if desired) with renewal 
of forward cover. 

A fourth argument would grant that forward commitments arising from 
the activities of speculators would cause the authorities no loss of reserves 
if they succeeded in maintaining the exchange parity, but would point to 
the cost of those commitments in the event of the speculative attack forcing 
a devaluation. The answer to that is that if a speculative attack is diverted 
to the forward account it need never force a devaluation, since it would 
cause no loss of reserves. It may well be that a devaluation is deemed 


2 The word is Mr. Trued’s (op. cit., p. 409, n.), though, to do him justice, the inverted commas 
are also his, 

2 Pp. Einzig, op. cit., p. 126. A League of Nations pronouncement on the Austrian Bank is 
said to have created the precedent. 

3 Ibid., p. 346. 
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expedient for other reasons, but in that case its promulgation need not be 
associated with heavy forward commitments in the authorities’ books. 

A fifth argument is that a forward exchange support policy could not 
deal with capital fleeing from suspected confiscation or restriction on its 
freedom of movement, because a forward deal is subject to the risk of 
retrospective annulment, and is therefore no substitute, however attractive 
its terms, for a change of domicile. This would be a valid argument if 
the flight from sterling was due to such suspicions and not just to the risk 
of devaluation. 

Lastly, an argument which may be anticipated is that the case advanced 
here depends crucially on the prevalence of rationality. But what if the 
American bank with funds in London decides to protect them against de- 
valuation by withdrawing them, even though it stands to lose less by cover- 
ing them forward? Or what if the American importer of British goods 
takes it into his head to lag his remittance, even though he could speculate 
at less cost to himself by paying as promptly as before and selling forward 
sterling instead? And so on. 

In so far as there exists full knowledge of the alternatives, such perverse 
actions are clearly not to be expected from banks whose business it is to 
make money from small turns, or from traders who, by virtue of their 
occupation, have a more highly developed sense of profit and loss than the 
rest of the community. In so far as there is some ignorance over such 
matters, the authorities should not find it too difficult to spread enlighten- 
ment. Instead of ineffective affirmations that sterling will be held at its 
current parity and that it is not, therefore, worth anybody’s while to 
speculate against it, they can let it be known through all the unobtrusive 
but highly effective channels at their command that it is to the bears’ own 
advantage to operate in the forward market. The educational effort needed 
may well be small. Keynes, referring to the situation in 1922, remarked 
that, unlike professional speculators, amateurs confined themselves to the 
spot market.1_ But Dr. Ejinzig assures us that by the middle thirties the 
*‘ general public” had “ also acquired the habit of operating in Forward 
Exchange ” whenever there was “ a substantial or lasting speculative move- 
ment.” 2 

For what it is worth, history provides no confirmation of the “ irration- 
ality’ hypothesis. Since the unpegging of forward sterling in December 
1951 the three periods of severe strain on the reserves can be explained by 
the widening of the forward discount. The disastrous effect of the specula- 
tive attack of 1949, and of that part of the 1951 attack which preceded the 
freeing of the forward rate, can also be attributed to their being diverted 
from the forward market. This time not through the medium of the for- 
ward discount, but on account of exchange controls which kept the forward 


1 J. M. Keynes, A Tract on Monetary Reform, op. cit., p. 132. 
2 Pp. Einzig, op. cit., p. 145. 
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market closed to all speculative activities. The 1947 convertibility crisis 
was of a different breed, not relevant for present purposes. And as for the 
* hot money ” movements of the thirties, Dr. Bloomfield’s admirable account 
of the mechanism by which they affected the reserves is fully consistent with 
the thesis of this article. 


THE Forwarp MARGIN AS A SOURCE OF INEFFICIENT ALLOCATION 


So far the proposition which, it is hoped, has been established is that 
forward sterling should be supported on balance-of-payments grounds, the 
object .f such support being to discourage adverse arbitrage operations. 
This object does not necessarily call for support at the spot parity. In this 
section, however, it will be argued that departure of the forward rate from 
spot parity (in either direction) involves a misallocation of resources. This 
is true (for different reasons) from the point of view of both the single 
country and the international economy as a whole. But to limit the discus- 
sion, the matter will be considered from the point of view of the former only.? 

Take the case of a discount on forward sterling. The London bank 
which finances the export of, say, a British car charges a rate of interest of 
x%. But the foreign importer of that car is, by virtue of this London 
credit, able to discharge his obligation by a purchase of forward sterling 
maturing on the expiry of the credit. Thanks to the forward sterling 
discount, the effective cost to him of the London finance is less than x%. 
This is not reflected in the return obtained by the bank, but in less favour- 
able terms of trade than would otherwise obtain. In other words, there is 
in this instance, in Professor Pigou’s useful though somewhat démodé termin- 
ology, a divergence between marginal private net product and marginal 
social net product.® 

And if one makes the assumption of a perfect market in credit for inter- 
national trade (which in this kind of abstract argument one might have to 
make—-see footnote 2 on this page) there is not even the consolation that the 
above arrangement operates as a hidden subsidy for Sterling Area exports 
and that it may, in consequence, benefit the Area’s balance of trade. 
Because, under the perfect market assumption, the cost of trade financing 
would be equalised throughout the world and Sterling Area exports would 
not enjoy any exclusive advantage. 

1 See A. I. Bloomfield, of. cit., especially pp. 18-24. 

? It is now well understood that partial welfare economics is strictly valid only if all other 
prices in the system conform with the rules for allocative efficiency, which is manifestly untrue, or 
if the sector under examination approximates to a closed circuit, which is rare. With this in 
mind, let the reader make his own reservations regarding the argument of the text. 

3 See A. C. Pigou, The Economics of Welfare (London: Macmillan, 4th ed. 1932), Part II, 
Chapter IX. 

* Incidentally, the perfect market assumption is not necessarily incompatible with exchange 
controls prohibiting the financing of trade between third countries. But it is incompatible with 
a persistent arbitrage margin in favour (or against) any financial centre. 
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THE Keynes PLAN 


Keynes saw in the margin between spot and forward exchange rates an 
instrument for insulating domestic monetary management from short-term 
international capital movements: short-term interest rates were to be 
changed in response to domestic requirements, whilst an offsetting change 
in the forward margin was to be engineered by the authorities to neutralise 
the interest arbitrage margin that would otherwise emerge. The scheme 
was conceived as symmetrical. That is to say, it would work just as well 
when domestic short-term interest rates were lower than those ruling abroad, 
only in that event the forward exchange rate would have to be supported 
at a premium over the spot rate. The symmetry of the scheme, however, 
depended on a symmetry of uncertainty: taking a longish period, expecta- 
tions were not supposed to be predominantly one way, whether in the 
direction of depreciation or appreciation. But symmetry of uncertainty is 
lacking to-day, and for this reason the full Keynes plan is not practicable 
under present conditions. 

Keynes emphasised the importance of uncertainty for the scheme on the 
ground that, if the spot rate could be relied upon to enable repatriation of 
funds without loss, arbitrageurs would not have to obtain forward cover 
for their operations, and thus the forward margin would not enter their 
calculations.2 Oddly enough, it is not in this connection that the one-way 
uncertainty under which sterling has had to Jabour most of the time since 
the War gets the plan into difficulties. For suppose that spot sterling 
stands at its upper limit against the dollar—$2.82 to the pound—and that 
short-term interest rates in New York stand above those in London. Ameri- 
can capital would still have no incentive to withdraw from London if there 
is a forward sterling premium which yields a gain on the “ swap ”’—the 
spot purchase of sterling and its simultaneous sale forward—that compen- 
sates for the lower interest in London. But British capital would be under 
an incentive to move to New York. For the interest obtainable there is 
higher and there is, at the same time, no need to incur a loss on the “ swap,” 
since, by the assumption of one-way uncertainty, appreciation of sterling is 
ruled out, and there is therefore no need for forward cover against the ex- 
change risk. But such “ uncovered ” interest arbitrage by British capital 
is not permitted by exchange control,? and in this respect, therefore, the 
one-way uncertainty attached to sterling does not affect the applicability 
of the Keynes plan. 


1 See J. M. Keynes, A Treatise on Money, op. cit., Vol. II, p. 325-7. 2 Ibid., p. 324. 

3 This accounts for the fact that the case of uncovered interest arbitrage was not considered 
when in the first section of this article the various types of interest arbitrage were analysed. There 
are, of course, no controls prohibiting uncovered arbitrage by American capital in the opposite 
direction, when sterling touches the lower limit of $2.78 to the pound. But since the War a 
hovering of sterling in that neighbourhood has always been accompanied by intense suspicion of 
devaluation, which effectively ruled out uncovered arbitrage. 
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What does affect it is the cost of supporting the forward rate at a 
premium under one-way uncertainty. For suppose again that the spot 
rate stands at $2.82 to the pound and that everybody is confident that it 
will not appreciate above that peint. And suppose further that three months 
sterling is maintained by the authorities at, say, two cents premium, that 
is at $2.84 to the pound. Under those conditions everybody (except 
Sterling Area residents, who would not be permitted to do it by exchange 
controls) would sell forward unlimited quantities of sterling and buy it 
back on maturity, making in the process at least two cents on every pound 
at the expense of the authorities. Of course, the uncertainty is not likely 
to be as one way as all that, but if it is as predominantly one way as it has 
been in post-war years the authorities would suffer heavy losses, o11e suspects, 
if they were to support forward sterling at a premium. 

Different people would draw different conclusions from this. Some 
would doubtless say that the logic of the Keynes plan leads us to floating 
exchange rates (either entirely without official limits or with such limits 
very widely apart). For we have now stumbled on the element of truth in 
the one-way-option-for-speculators argument against pegged exchanges, 
which we criticised earlier.1 For pegged exchanges tend to be associated 
with one-way uncertainty. And if the home currency is under such uncer- 
tainty and at the same time short-term interest rates are lower at home than 
abroad, the cost of deflecting, by means of the arbitrage margin, a specula- 
tive attack to the forward account, where its adverse effect on the reserves 
can be neutralised, is prohibitive. 

Others would probably conclude that so long as the uncertainty attached 
to sterling relates nearly always to whether it will go down, and only rarely 
to whether it will go up, short-term interest rates in London should be held 
above those of the principal financial centres abroad. The Keynes plan 
could then be operated without difficulty. 

Still others would want to retain the stabilising influence of a pegged 
spot exchange rate, but at the same time would not want to surrender the 
freedom of lowering short-term interest rates below those ruling abroad. 
They would therefore look for alternatives to high interest rates. There is 
in fact a very handy alternative: the stamp duty on diafts under documen- 
tary credits. This is levied at the rate of one shilling per £109 on most 
instruments by which financing of international (and some interna!) trade 
is undertaken. It originated, presumably, as a revenue duty, but it can 
doubtless be used to discourage adverse “ leads ” and “ lags * in commercial 
payments, which cannot occur without the extension of London credit 
facilities. (It would, of course, have io be varied according to circum- 
stances.) To be sure, this would still leave foreign-owned London balances 
with an incentive to engage in either pure- or speculator-arLitrage adverse 


1 See above, opening paragraph of section headed “‘ Implicatious for ‘Th-ory and Policy.” 
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to sterling when short-term interest rates become higher abroad. But 
without the aid of “‘ leads” and “ lags ” in commercial payments the with- 
drawal of sterling balances held outside the Sterling Area cannot break the 
bank. These balances are not a match for the reserves in either volume or 
composition.” 

Of the three alternative conclusions which can be drawn from the 
asymmetry of the Keynes plan under present conditions of one-way uncer- 
tainty, the writer prefers the last. But notice that because of the one-way 
uncertainty there is an effective upper limit to the forward exchange rate— 
it cannot exceed the upper limit of the spot rate. There is, however, no 
lower forward limit. It seems to the writer that, on balance, it would be 
advantageous if there was one—close to the lower spot limit—to which the 
authorities were publicly committed. For the following reasons. First, 
because it would set a limit to the possible divergence between social and 
private net product (see previous section). If allocative efficiency clashes 
with the defence of the reserves it should be sacrificed. But in this instance 
there is no clash. Secondly, a fixed floor under the forward rate would 
reduce the burden of discretion carried by officials. This burden can 
become so heavy at times that it makes the expedient look preferable to the 
right. In discussing the time series of Table I it was observed that the 
authorities intervened boldly towards the end of August 1957 in support of 
forward sterling, but failed to keep this up for more than a week. Did 
they lose their nerve? If so, this would be a case in point. 

Thirdly, the arrangement would introduce the right type of automati- 
city. Suppose, for example, that initially the spot exchange stands at $2.80 
to the pound and the three months forward rate at $2.78, which we shall 
assume to be the floor for both spot and forward sterling. Now a specula- 
tive attack begins, and there is pressure on the spot rate because, let us 
assume, under the two cent forward discount there is not sufficient incentive 
to deflect all the attack on to the forward market. The spot rate therefore 
drops, but not the forward, which stood at its floor from the beginning. In 
consequence, the forward discount narrows, and will continue narrowing 
until all the speculative attack is diverted to the forward account and its 
harmful effect on the reserves eliminated. It may well be, of course, that, 
given the relationship of short-term interest rates between financial centres, 
this position could not be reached unless forward sterling appreciated to a 
premium, which it cannot do. In that event there will have to be 
recourse to increases of stamp duty on instruments of international trade 
financing and/or other devices to supplement the narrowing of the forward 
discount. 


1 Compare, however, the First World War expedient (to which Dr. Pressnell has drawn the 
writer’s attention) of discriminatory interest rates for foreign-owned funds. (See E. V. Morgan, 
Studies in British Financial Policy, 1914-25 (London: Macmillan, 1952), p. 334.) 

2 See Economic Trends, May 1958, pp. vii-xii. 
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SUMMARY AND CONCLUSION 


The foundation of the whole paper is a careful analysis of interest 
arbitrage. From this analysis it follows without difficulty that the with- 
drawal of foreign-owned funds from London and the adverse “ leads” and 
“Jags” in commercial payments, which denuce the reserves, are due to 
arbitrage and not, as commonly attributed, to speculation. More specific- 
ally, a speculative attack on sterling is directed against the reserves if the 
arbitrage margin is against London; it can be deflected into self-cancelling 
forward deals if the arbitrage margin is held at a point favouring London. 
If the forward exchange rate is not officially supported, a speculative attack 
will push it to a heavy discount, thereby turning the arbitrage margin 
against London, and thus exposing the reserves to all the speculative fury. 
But if official support prevents a widening of the forward discount, and 
thereby succeeds in maintaining an arbitrage margin in favour of London, 
speculation may rage, but there is no reason why it should touch the reserves. 
This conclusion is inescapable, and if it appears startling it is because of the 
conditioning we have all undergone since the War. 

The objections to official support for the forward rate, which have been 
discussed and which to the present writer appear unconvincing anyway, 
can hardly be said to be very weighty compared with the balance-of-pay- 
ments advantage to be gained by determined support. Besides, we noted 
that a forward exchange discount is inconsistent with allocative efficiency. 

The Keynes plan for “‘ managed ” forward exchanges was not designed 
to meet speculative attacks. But the logic behind it is analogous. For 
this reason the last section of the paper was devoted to an examination of 
the plan. The chief point emerging from that examination was that under 
present conditions the plan would be asymmetrical—workable in one 
direction but not in the other. The different lessons that different people 
could choose to learn from this fact were outlined. This led to the final 
argument, which went farther than the rest of the paper in advocating that 
the forward rate should not only be supported, as a defence against specula- 
tive attack, but should be actually pegged. 

Joun Spraos 
University College, 
London. 
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PRICE AND VALUE IN INDUSTRIAL MARKETS 


“‘ The difference is rather in tone and emphasis than in analysis. 
My generation, brought up on the view that everything in the garden 
was lovely, concentrated attention on the weeds. A generation to 
whom our weed manuals were the orthodox text-books react by pointing 
out that there are after all many splendid blooms to be seen.” 

Joan Robinson 


I. INTRODUCTION 


In this paper we intend to canvass from a new perspective some of the 
basic themes of “ value theory ” with reference chiefly to industrial markets. 
The immediate stimulus for our presentation is the twofold conflict ranging 
in our literature between marginalist and full-cost theories of pricing and the 
Marshallian theory of value and the modern “ theory of the firm.” We 
believe that this conflict can be satisfactorily resolved along lines which have 
been variously indicated in recent writings. 

We are concerned about this conflict only in the case of pricing by 
industrial enterprise of products sold at “set” prices to informed buyers 
in competitive industrial markets with few restrictions on entry but with 
oligopolistic and “ sticky ” operational characteristics. We are thus deal- 
ing essentially with the case of “‘ workable competition ” (to use Clark’s 
term) or competition which is “ free ” (to use Scitovsky’s).1_ We are ignoring 
the case of isolated sellers, of oligopolistic markets with restricted access; 
and we exclude the case of industrial markets dealing with uninformed retail 
buyers. It is this latter case with its crucial categories of product differen- 
tiation and sales outlay on which Chamberlin concentrated in his famous 
treatise. The underlying presupposition for these categories was the “‘ unin- 
formed ” or “ inexpert” buyer.? We will not contend that this case is a 
minor one, since it applies in varying degrees to all consumer goods and 
services. The case applies only in “ varying degrees,” since the degree of 
inexpertness varies widely—and with it susceptibility to quality differentia- 
tion and sales persuasion—and distributive channels play a variable role. 
Galbraith has recently helped to make us aware of the important role played 
in industrial markets by the big retail distributor.2 On the other hand, we 
observe the rise of untraditional and complex consumer goods products, the 


1 See Scitovsky, Welfare and Competition (1951), Chzpters II and XVII. 

2 See Scitovsky, pp. 16 ff.; Stigler, Five Lectures on Economic Problems, p. 19. 

* Galbraith perhaps only generalised an idea which had been earlier formulated by C. Wilcox 
and R. Hefiebower. For a competent treatment and references, see Heflebower, ‘‘ Mass Dis- 
tribution: A Phase of Bilateral Oligopoly or of Competition,” American Economic Review Proceedings, 
May 1957, pp. 274-85. 
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general decline in consumer technical skills and knowledge, the general up- 
rootedness of modern urban life and the rise of mass informational media.* 
The relationship between avocational consumers with their plastic wants, 
retail distributors, manufacturer-sellers and informational media is complex 
and generates significant feedbacks on quality design, pricing and scale’ of 
operations. As Sherrard has indicated, this case raises issues and involves 
complications which require special consideration.2, Hence we omit con- 
sideration of this case in this paper. 

This restriction in the scope of our analysis means that we can neglect 
the role of quality and sales outlays in the demand equation and thus revert 
to the “classical” type of demand equation: with income, price and 
quantity variables only. This certainly does not mean that in the desi- 
derated industrial markets sales persuasion or marketing effort will not play 
arole. They will. But the marketing effort will be needed primarily to 
make the price and product offer effective, i.e., to bring information about 
the offer to potential buyers and to develop the necessary personal relations 
contact with them. And product variation or “ quality’ changes will 
involve innovations undertaken to improve serviceability or to meet emerg- 
ing or neglected user-needs. In our desiderated industrial markets a given 
basic need will be met not by a single but by a family of differentiated pro- 
ducts innovated to respond to different user interests or capabilities. As 
Heflebower has emphasised, this differentiation is not arbitrary but is 
service-oriented to meet the “ niches” of a product market.’ In these 
circumstances product change may be considered not as a species of “ dif- 
ferentiation’ of a static ‘‘ variable,’ but as an “‘ innovation” which is 
independent of the demand equation, since it sets the frame in which this 
equation takes on meaning. 

We commence our presentation with an argument that it is analytically 
valid to aggregate a family of related products into a standardised “‘ com- 
modity ”’ produced by an “ industrial market group ” for which +_ pply and 
demand schedules may be developed. This right of aggregation is now in 
question, particularly where supply schedules are concerned. At this point 
we intend to innovate and t., supplement the conventional cost-derived 
supply schedule with a true offer-schedule, for which A. W. Marget con- 
tended so strongly in his neglected Theory of Prices, and which has in disguised 
form been resurrected among us as the revenue curve in “ break-even 
analysis.” 

The second stage of our analysis (Part III of the paper) will be concerned 
with analysis under static conditions of the relationships between the offer, 


1 For emphasis see Scitovsky’s illuminating discussion, Chapter XVIII. 

® See A. Sherrard, ‘‘ Advertising, Product Variation and the Limits of Economics,” Journal of 
Political Economy, April 1951. 

3 See R. B. Heflebower, ‘“‘ Toward a Theory of Industrial Markets and Prices,’’ American 
Economic Review Proceedings, May 1954, p. 124 ff. 
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the supply and the demand schedules. We shall define an equilibrium level 
of value in terms of “‘ market clearing ” developed in the work of Hicks, 
Klein and Samuelson. We shall consider the tendency for the offer-schedule 
—and hence the realised market price—to become located at that equili- 
brium level or within a definite range of values above it. We shall carry 
away certain insights and conclusions from static analysis. Nevertheless, 
we shall point out the weakness of statically assuming that price is adjusted to 
prevailing and experienced conditions. In industrial markets price-deter- 
mination is inherently dynamic. Prices are never designed afresh, but are 
in principle always carried over from a pre-existing period for either the 
same or the most comparable product. Hence the problem is never one 
of determining a new price but of altering an old one—or of changing the level 
of the old offer-schedule. As soon as the problem is stated in these terms 
—and it is Scitovsky to whom we owe the formulation—we become aware 
of the deep bias for price stability or for changing price in a consistent time- 
trend. It is for this reason that an offer-schedule will be fixed—or a price- 
offer set—-at a level designed to accommodate the market needs not of the 
current but of a projected future and its anticipated conditions of demand 
and supply. 

This analysis leads to Part IV of our paper, which is concerned with the 
means and workable short-cuts evolved out of business experience to achieve 
the necessary accommodation to future market conditions in an uncertain 
world. It is at this level that we move beyond the bounds of short-run 
cost and demand projections and turn to levels of Marshallian normal value 
with their standard costs and “ normal ”’ profits of a “ representative ”’ firm. 
We shall see that the “ representative firm ” is only a way of conceiving of a 
potential competitor when entry is open or feasible. We shall then attempt 
to show that most of the thinking behind full-cost pricing formulas in fact 
represents an effort by business-men to adjust price trends to Marshallian 
levels of ‘‘ normal value ” which itself will involve a forecasted sustainable 
pathway or level of equilibrium values emergent under anticipated trend 
values of supply and demand. 

Obviously my subject cannot exhaustively be developed with rigorous 
proof. That would require the dimensions of a monograph, and presup- 
pose capacities and interests which Ido not have. Weare rather attempting 
to sketch the outlines of the argument without any effort to make the presen- 
tation conclusive. Nor could we hope to pursue through references the 
necessary debate with other writers to whom I am indebted or to whom 
reference is intended.1_ We will cite only basic works which are particularly 
needed in exposition or for emphasis. 


1 But I am obviously indebted to many: J. Robinson, A. W. Marget, R. Harrod, P. W. S. 
Andrews, M. Reder, R. B. Heflebower, Scitovsky and others too numerous to mention Un- 
fortunately, I became acquainted with P. Wiles, Price, Cost and Output (1956) after the paper was com- 
pleted so that I was not able to draw upon and profit from this effort to develop a comprehensive 
theoretical frame for industrial economics. 
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PRICE AND VALUE IN INDUSTRIAL MARKETS 


It. Tue “ Inpustry,” Irs STANDARDISED ‘‘ Commopiry ” 
AND SUPPLY AND OFFER-SCHEDULES 


Throughout our analysis we shall deal with an “industry” which 
allegedly produces and markets a “ commodity” under conditions which 
may be summarised in demand, supply and offer-schedules. Since this 
procedure flies in the face of current theoretical practice, it should be justi- 
fied in rather self-conscious terms. We commence with the easiest case, 
that of the “‘ industry,’ and then move on to the case of the standardised 
“commodity ” and finally to the validity of an aggregated supply and offer- 
schedule. The issues involved at ail three levels are interrelated; hence 
the analysis must be judged as a whole and not in its separate presentations. 

The case for the “ industry ”’ is the easiest to make. We have all learned 
much since the first theorists of the new (“‘ monopolistic competition ”’) dis- 
pensation taught us to eschew competition and adopt monopoly or an 
isolated seller as our model for analysis of price behaviour in imperfectly 
competitive industrial markets. The conventionalised version of a market 
group which played a role in the works of Robinson and Chamberlin was 
found untenable by Triffin, who was manifestly dedicated to the abolition 
of the concept of the “industry”’ and its standardised ‘‘ commodity.” } 
Dialectically this expression of the ultimate logic of the argument helped 
to rejuvenate the attacked concepts and to provide them with the theoretical 
basis needed. Through the work of Triffin we now see that the old “ indus- 
try’ was a collective term applicable to two groups with overlapping 
memberships. It first denotes a group of producers with a common tech- 
nology capable of producing with easy substitution a set of product types 
representing an “ area within which a firm finds it relatively easy to expand 
as it grows.” * Then there is a group of sellers of competitive commodities 
with positive or significant cross-elasticities suitably defined—a seller’s 
market group. Though not generally emerged in the text-books, these 
two modern embodiments of the old industry concept are destined for 
sturdy life.* They have been midwifed by theorists of high reputation; 
they meet an obvious need for a level of aggregation in between that of the 
economy as a whole and the ultimate economising units and individual 
products; and they have emerged out of a gruelling process of theoretical 
debate and clarification. They correspond to very real entities in the real 
world. We shall employ both concepts. We need the market group, since 

1 Triffin’s work had an impassioned character and a consistency which is even now admirable. 
See R. Triffin, Monopolistic Competition and General Equilibrium Theory, pp. 7, 9, 78-96. 

® J. Robinson, “‘ Imperfect Competition Revisited,”” Economic JourNAL, September 1953, p. 582. 

* Let me name an exception of an outstanding text-book treatment from which I have drawn. 
A. G. Papandreou and J. T. Wheeler, Competition and Its Regulation (1954), Chapters 2-4. 

* Besides Robinson and Papandreou and Wheeler let me cite M. Friedman, “ The Marshallian 
Demand Curve,” Journal of Political Economy, December 1949, with his emphasis on the desirability 


of including among the frozen “ other things” of the demand equation the “ prices of closely 
related commodities,” pp. 465, 469 f. 
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it is in the market that value is determined. We also need the group of 
industrial co-associates, since we want to trace out lines of reflex action of 
market price on industrial growth. Hence we will deal with what 
Papandreou and Wheeler have denominated the “‘ sub-group ”’ of maker- 
sellers, ‘‘ who belong to the same market group and at the same time also 
to the same industry.” !_ Clearly, non-suppliers who use the same industrial 
technology represent potential competitors of a particularly dangerous kind. 
We need to be aware of their existence, but we need not at this stage bring 
them into the formal analysis. 

The concept of the “ commodity ” is related to that of the “ industry.” 
The market and industrial sub-group produces a proliferated line of products 
distinguished by make-up, performance characteristics and a complex set of 
associated services of supply and availability. How can this family of specific 
product varieties be represented by a standard “ commodity ”’? 

We are faced here with the general principle of abstraction from 
meaningful differences for the purpose of forming artificial collective groups 
considered analytically as a homogeneous and operational entity. We 
cannot here endeavour to give an adequate statement of this general principle 
or of the trail of qualifications which must be worked into a complete state- 
ment of it. We may form an artificial group and abstract from intra-group 
variations in connection with behaviour, with regard to which these variations 
are relatively independent and which have insignificant or separable effects 
which may be analysed at a later stage with “ additive” results. Ifthe pro- 
cess of behaviour will induce alterations in these variations and be reciprocally 
affected by these alterations, we cannot abstract from these variations if we 
are to understand the behavioural process or even adequately to describe it. 

Accepting these principles as controlling, may we form one commodity 
category for all products of a given sub-group of competing maker-sellers of 
the same industrial origin? More concretely: is it significant to consider all 
automobile manufacturers as maker-sellers of passenger vehicles; may we 
aggregate all wheat varieties into one commodity “‘ wheat ” and all unfabri- 
cated steel products into unprocessed steel? Interestingly enough, this 
assumption is regularly made in empirical studies dealing with product 
varieties in highly competitive agricultural markets where commodity 
differentiation over a wide range is normally encountered (grains, fibres, 
livestock, fruit, etc.). Even so standard a bread-grain as wheat comes in 
seven classes, each of which falls into five grades; and grading is sufficiently 
imperfect—considering the wide variety of foreign materials involved in any 
batch—that a high percentage of wheat is bought by direct sample evalua- 
tion.2 Moreover, these commodity “‘ variations’’ play an important role 


1 Papandreou, etc., op. cit., p. 61. 
* See the survey of commodity classification and pricing in W. C. Waite and H. Trelogan, 
Agricultural Market Prices (1948), Chapter 12, ‘‘ Prices by Classes, Varieties and Grades.” On grain 
marketing sec L. J. Norton and L. L. Scranton, Marketing of Farm Products (1937), pp. 271 f. 
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since they correspond to major supply areas and are adapted to distinct 
user needs. Yet it would be ridiculous to argue that for these reasons 
we should give up attempts to analyse the demand and supply for all 
these varieties considered as an aggregate. Moreover, it is important to 
note that farm economists and econometricians have gone on to aggregate 
on a much wider basis taking more inclusive groupings of producers and 
products. They have even developed significant findings for the whole mass 
of food considered as a single commodity of a sub-group of a larger industry, 
a basic category of “ classical” economics—“ agriculture.” + The only con- 
straint on aggregation is that of “‘ matching” the ‘‘ commodity ” with the 
industry. The ‘ commodity” should include all varieties of product to 
which plant facilities and organisation of the “‘ industry ’”’ may with moder- 
ate adjustments be shifted. An industry would then be defined as an em- 
bodied technology and developed organisation specialised in the production 
of a range of mutually substitutable products. A firm may combine two 
distinct technologies with their distinct ‘‘ commodity ” groupings and thus 
belong to two “‘ industries’; yet both “‘ commodities ” may belong to the 
same ‘‘ market group” of maker-sellers of mutually substitutable items 
though not to the same “sub-group.” The basic units of our analysis are 
thus an “industry” and “‘ commodity ” (defined essentially in terms of 
technology), a ‘“‘ market group” of maker-sellers (defined in terms of 
“ cross-elasticities ”), and our ultimate atom of analysis, a ‘‘ sub-group ” 
made up of members of the same industry who belong in the same market 
group. 

In deriving a “commodity ” out of component product varieties, we 
may generally suppose, as Hicks and Samuelson have argued, that relative 
prices of component varieties will be unaffected by changes in commodity 
prices. This is only generally true since as Heflebower has indicated 
changes in commodity price levels sometime become accomplished wholly 
and will tend to become accomplished in part through changes in the 
pattern of product prices. This pattern will tend to change when com- 
modity demand levels have become altered through a change in relative 
product preferences growing out of varying product income elasticities. 
Then too the dropping or adding of ‘‘ low-end ” items at seller initiative is 
a specific technique for modifying price levels in imperfect industrial 
markets.” 


‘ 


1 See T. Schultz, Economic Organization of Agriculture; G. Tintner, Econometrics, pp. 11, 45, 132. 

* We recall that Samuelson has declared that, ‘‘ Among the many recent advances contained 
in Professor J. R. Hicks’ Value and Capital perhaps the most important from an analytical point of 
view was the enunciation of the principle that a group of commodities has the property of a single 
commodity if their prices all change in the same proportion.” Foundations of Economic Analysis, p. 
130 (and for detailed proof see p. 141-6); see Hicks, Value and Capital, p. 33 and Appendix. In 
the first draft of this paper I had accepted this position. Professor Heflebower was kind enough 
to call my attention to the unsoundness of this position as is indicated in his essay, “‘ An Economic 
Appraisal of Price Measures,” Journal of the American Statistical Association, Vol. 46 (1951), pp. 461-79. 
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Granted the case for analytic aggregation on the industry and commodity 
level, we still have before us a greater hurdle to surmount: that of the con- 
solidated supply schedule. There has been little or no objection to utilisa- 
tion of a collective demand schedule for a standardised commodity class. 
But the resistance to its counterpart—that of the supply schedule—is wide- 
spread. As we all know, this resistance stems partly from Marshall’s caution 
with regard to application of statical modes of analysis to industrial markets, 
dominated as they are by long-run tendencies of increasing returns. Mar- [ 
shall was quite clear as to the validity and suitability of a short-run supply | 

" schedule which he explicity argued would be governed by variable costs for 
marginal increments of output and with rising values of supply price, as 
capacity is more fully utilised, and sharply rising values when capacity limits 
are strained. But Marshall, with his characteristic genius, was so afraid of 
formalised supply and demand analysis in a static frame that he never even 
drew a hypothetical short-term supply schedule and warned against the 
validity of such a schedule applied to long-term supply movements.” 

This resistance to formalisation of supply-schedule analysis was carried 
forward and completed in the work of Chamberlin and Robinson. Aside 
from the competitive case with its assumed homogeneous product, both 
authors eschew any formalisation or use of a supply schedule for a market 
group. Robinson wrote up a critique of an aggregated supply schedule 
which showed that with successively changing demand schedules the path- 
way of equilibrium quantities that would be supplied would depend in part 
upon demand elasticities which could not be expected to behave as a con- 
stant. But her critique was construed as demonstrating the invalidity of a 
supply schedule which was confused with a supply-pathway.* Following 

i Robinson theoretical analysis has eschewed the use of supply schedules on 
the group level for non-competitive markets. It is almost taken for granted 
that use of such a supply schedule would be inadmissible.* 

The formal argument for the admissibility of the supply schedule is im- 


— 


1 Marshall, Principles of Economics (8th ed.), pp. 373-6, 498, 501. 

* Though Marshall discouraged wisely, not all of his specific dicta will bear close analysis, as 
when he flatly argued that “ statical theory ’’ was not “‘ applicable ” to our products (p. 501); or 
again as when he averred that supply price becomes “‘ unstable ” with increasing returns; and, of 
course, the whole drift of the always wise but sometimes cryptic utterances of his famous Appendix H. 

% Joan Robinson, The Economics of Imperfect Competition, Chapter 6, ‘‘ The Supply Curve.” 
There is indication in the chapter that Robinson herself approximated the supply-pathway to a 
true supply schedule. 

* Thus the manuals of advanced-price theory almost ritually derive and utilise a supply schedule 
for pure competition and avoid its use in imperfectly competitive settings. See the following 
statements: “‘ Applied to a[n] [competitive] industry . . . the supply concept is clear-cut and 
therefore valuable. Unfortunately, it is somewhat confusing and therefore less useful when 
applied to the product of an industry which is not perfectly competitive, and hence it is rarely used 
for such industries.” Tarshis, Elements of Economics, pp. 218f. ‘* We cannot construct a ‘ supply 
curve ’ for an industry in imperfect competition as we can for one in perfect competition, for there 
is no single price at which all the product is sold. . .” (Boulding, Economic Analysis (3rd ed.), 

p. 637). 
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plicit in the argument for the principle of aggregation as noted by Reder.! 
tis no more invalid to aggregate supply than demand. In either case we 
couple with a list of alternative prices under given conditions the largest 
quantity that would be demanded or supplied and maximise profits. As 
Marshall himself emphasised, the short-run supply schedule is concerned 
only with prime costs and marginal quantities. It is derived from a 
schedule of total costs of the firm at varying rates of capacity utilisation. 
We simply aggregate individual firm supply schedules into a total group 
schedule. Since the lowest value of prices for which a positive supply will 
be forthcoming will be the lowest average variable cost, the schedule of Qs 
will always rise as the value of price rises—this Marshall noted—or in a 
limiting case be constant over a certain quantity range.2 The principal 
modification growing out of aggregation involves allowance for changed 
factor pricing induced by varying rates of industry capacity utilisation. 
The cost schedule of the individual firm is generally fixed assuming given 
factor supply-prices which are predicated upon given rates of industry 
activity. But these factor supply-prices will themselves be affected by rates 


‘of industry activity, as Keynes argued, and at bottleneck points industry 


supply factor prices will be affected wherever the factor markets permit fluid 
pricing practices.® 

The supply schedule can be constructed only by invoking the profitability 
principle which reduces to the famous theorem of the equality between 
marginal revenue and marginal cost. What this theorem actually means 
when applied to imperfectly competitive behaviour of industrial markets is 
that the maker-seller will be willing to supply at alternative prices up to the 
point of equality between marginal revenue and cost. There must be 
included in marginal costs compensation for increased entrepeneurial effort 
where this is differentially involved; and likewise marginal revenue must 
include the present discounted value of anticipated future gains or possible 
damages arising out of any specific increment of business. Interpreted in 
this wise—and I believe we have not made our proposition tautological— 
the profitability principle finds its proper application in price theory right 
at this point. It is relevant in determining the limiting quantities which at 
alternative prices a seller will offer for sale. 


1 M. Reder, “ Rehabilitation of Partial Equilibrium Theory,” American Economic Review Supple- 
ment (1952), pp. 182-7. In Kalecki’s valuable paper “‘ The Supply Curve of an Industry under 
Imperfect Competition,” Review of Economic Studies, February 1940, pp. 93 ff., his demonstration in- 
cluded the theorem of the equality of marginal cost and marginal revenue (see his equation 3 or 3a); 
hence changes in market imperfection result in changed values for the supply schedule (pp. 93 f.). 
See Tarshis, op. cit., p. 221, for a detailed statement which exposes the error. He has not proved 
that the supply schedule is affected by demand elasticity values; he has only demonstrated “ the 
amount produced at a certain price . . . depends not only upon the marginal cost function but 
also upon the elasticity of demand ” (p. 221). Obviously, but that is not the point. 

* For a rigorous proof see Samuelson, op. cit., p. 41. See Keynes, General Theory, p. 281; 
Marget, Theory of Prices, 11, pp. 526 f. 

* Kalecki, loc. cit., pp. 95 f.; and for a modified supply curve see Bain, Price Theory, p. 139. 
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But, of course, a seller will not in fact offer varying quantities for sale at 
varying prices. ‘That is the behaviour of the maker-seller in markets where 
prices are determined by mutual “ bargaining.” In such “ bargaining ” 
markets the eventual price outcome can be understood only in terms of con- 
ventional supply schedules. But the behaviour of the maker-seller in indus- 
trial markets cannot be understood in these terms. As Scitovsky has 
argued, here we deal with exchange at “ set ” as distinct from “‘ bargained ” 
prices, a completely different category of market behaviour.1 The price is 
not “‘ bargained’? but ‘“‘set’’ by the ‘“‘ price-maker”’ to constitute the 
terms on which supply will be available. Bargaining will be involved, 
but only at the fringes of a price-offer and as its background. The price- 
offer thus constitutes a horizontal price-line holding good over the range 


of quantities which in fact the maker-seller is prepared to provide at that | 


price. Obviously the supply schedule will fix the limiting values of the price- 


offer. In terms of Fig. 1 at price ON the price-offer line would not extend [ 





DD' 











farther than 0”; and the price-offer line GO’ will extend toGM. If demand | 


presses beyond this point the maker-seller will be strongly tempted to raise 
his offer-line; but he may also “ discourage ” demand or build up a backlog 
of deferred orders. When the demand schedule retreats to the left there will 
likewise be a point at which the maker-seller will revise his price-offer. 
Hence the price-offer line can best be represented as a short horizontal line 
extended to meet the supply schedule and specifying the range of supply 
which at the given price the maker-seller is prepared to offer. These price- 
lines can be averaged for the various product lines in the industry and 
aggregated to form an industry price-offer line. 


1 Scitovsky, op. cit., Chapter II. 
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It is such a price-offer line which A. W. Marget advocated in his Theory 
of Prices and for which he developed a strong theoretical case. Marget ana- 
lysed the relevant literature and discussed it in copious detail. He specific- 
ally identified the characteristics of the price-offer line and pointed out the 
role which it must play in market analysis. He expressly differentiated be- 
tween it and the cost-derived supply schedule. But possibly because the 
analysis was imbedded in an ostensibly polemical work addressed primarily 
to issues of Keynesian economics and because so much of the analysis is 
scattered over footnotes, his findings were unnoticed. Scitovsky picked up 
the same notion of market supply-curves in the form of “ horizontal straight 
lines” and drew the diagrams to inform his readers, but did not himself 
call attention to the novelty of his work. Present-day theory has recognised 
the price-offer curve only in the disguised form of the aggregate revenue line 
of the “‘ break-even analysis.” For in fact this revenue curve, when trans- 
lated into its average derivative, will become a horizontal line spelling out the 
price-offer which the firm has set. Hence it is understandable that as 
modern theory has become concerned with behaviour of industrial markets, 
it has increasingly turned toward break-even analysis with its implicit price- 
offer lines though oftentimes without full awareness of the theoretical 
implications involved.* 


1 See Vol. II of his Theory of Prices (1942), Chapter V, ‘‘ Particular Demand Curves and the 
Determination of Money Prices” (pp. 221-319) and Chapter XI, “‘ Particular Supply Curves, 
Stream Equations and the Determination of Money Prices ’’ (p. 549-627). See particularly the 
development of the third of his ‘‘ series of propositions whose acceptance must be regarded as 
essential to any satisfactory synthesis of that part of the ‘ general ’ theory of value. . . and. . . the 
relevant parts of the Theory of Money and Prices ” (pp. 221 f.). This third proposition holds that 
“the location of the . . . realized prices is given by the point of intersection of the market demand 
and supply curves prevailing at the time the price is realized ” (p. 240). This Margetian ‘“‘ market 
supply curve”? (as he denominates it) is expressly differentiated from our cost-derived supply 
schedule or from equilibrium values of a supply schedule (see pp. 233 ff., 537 ff.). Marget in his 
analysis of Chamberlin’s work specifically identified the market-supply schedule in a particular 
case as a horizontal supply line (see p. 257, n. 81). Marget showed how a maker-seller will 
consider both the demand and supply schedules in deciding “‘ what the supply price will be in any 
given market situation.” This is, he noted “‘ quite a different thing from saying that cost curves 
are in themselves sufficient, in all cases, to decide what the market supply price will be” (n. 82, 


_ see also n. 83). Marget distinguished between plans and calculations embodying a phase of what 


he called the “ pre-formation ” of prices and the actual decision of the price-maker to fix on a 
price-offer (pp. 239 ff., 261 f., 557 ff., 583 ff.,604). I think Wiles (in his op. cit., Chapter. X, “‘ The 
Supply Curve ”’) attempted to elaborate the same kind of distinction between what we call offer 
and supply schedules and what he termed “‘ production supply curves ”’ and “ sales supply curves.” 

? See Scitovsky, op. cit., pp. 294 f. 

* Hence it is not surprising that Wheeler and Papandreou in their outstanding text on in- 
dustrial economics develop their analysis of market behaviour in terms of break-even curve analysis 
(p. cit., Chapter 5). P. W. S. Andrews in his Manufacturing Business actually derives the “ average 
revenue per unit curve ” and plots this as a horizontal line in the spirit of break-even curve analysis 
(see Diagram III and IV, pp. 255-6). See also the realisation by J. Dean of the usefulness of the 
reveaue projection in break-even curve analysis as arising from the “‘ constancy of selling price ” 
(see Dean, Managerial Economics, pp. 337f.). I hasten to add the break-even curve analysis is 
only one phase of analysis which supplements—rather than replaces—existing analyses. 
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III.,Egqumrrium VALuE, STATICAL ANALYSIS 
AND REALISED MARKET PRICE 


Now that we have derived industry demand, supply and offer schedules 
we can set these to work in their simplest possible statical setting assuming a 
prolonged period in which price can be “ adjusted ” to given conditions of 
supply and demand. We have something to gain by going through the 
static exercises. But since the field of analysis is well-trodden, our rehearsal 
can be summary. 

We will develop our analysis with the aid of the projections in Fig. 1. 
The supply schedule SS’ starts at the lowest value of AVC for any of the 
supplying firms; it rises gradually as additional supply capacity, rates of 
plant utilisation and factor-supply prices are stepped up; and it develops a 
“kink ” and becomes vertical when capacity output is reached.1_ We draw 
a regular demand schedule or average revenue curve and its side-shadow, 
dd, a marginal revenue curve. GM and HO” are two sample price-offer 
lines. We will here call by the term “ sellers’ market ” any price-offer line 
which is below ON; whereas any price-offer line above ON will tend to 
create conditions corresponding to a “ buyers’ market.” Though these 
terms have been otherwise used by Joan Robinson, they seem to fit the usage 
we mean for them.” For a price-offer line above ON will bring about a 
market condition in which suppliers will be willing to sell more than they will 
in fact sell at the prevailing offer-price. This “‘ excess supply ” will tend to 
make sellers anxious to please buyers and will provide buyers with bargaining 
power by which they may cause the price-offer line to fail to a lower level. 
The converse condition in which there is “‘ excess demand ” at a prevailing 
price-offer line corresponds to a so-called “ sellers’ market ” (abundance of 
demand, customers can be chosen, quality standards can be relaxed). A 
price-line at ON will satisfy the conditions of “‘ market-clearing ” developed 
in recent analysis and corresponds to our old conceptions of the “‘ equilibrium 
value of price ” at which Qs equals Qd.8 

Where will the price-offer line tend to settle under statical conditions? 
A price-offer line cannot readily become stabilised below ON for any maker- 
seller could raise his price and increase his profits. Since price-increases 
would bring no penalty other maker-sellers would follow suit; and thus 
price would gravitate toward ON. Similarly, price-offer lines above OT 
will be unstable, since any maker-seller will increase the profit-intake by 
reducing his price whether or not his competitors follow suit. A price- 
line at OT would yield the greatest profit return to the industry, but it would 

1 On this “ kink ” which Joan Robinson makes “‘ angular ” see her The Accumulation of Capital, 
p. 184, and Boulding, Economic Analysis (3rd ed.), p. 572. 

* Robinson suggested them to characterise any market condition in which DD intersected SS 
above or below the “ kink ” (see op. cit., pp. 187 f.); see also Wiles, op. cit., 60 ff. 


3:See L. Klein, Economic Fluctuations in the United States, pp. 51f.; Hicks, Value and Capital, 
pp. 63 f. 
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be a difficult price-line to sustain under conditions of appreciable “ excess 
supply.” Maker-sellers will be anxious for additional business, price-con- 
cessions are possible. The greater the gap between Qs and Qd evoked by 
intersection of demand and price-offer schedules—i.e., the greater the 
relevant demand and supply elasticities—the greater the market pressure 
to lower the price-offer line and bring it closer to ON. But whether price- 
lines will in fact settle at equilibrium value level will in fact depend upon 
the strength of the competitive pressures in the industry, the fluidity of the 
price-making process, the “ norms” of price-setting developed by price- 
makers. 

Within the frame of a statical formulation of the problem we can hardly 
say much more. But, of course, price in industrial markets is not adjusted 
afresh to given and experienced conditions. The task faced by the price-setter 
is that of altering some pre-existing price-offer line carried over from a past 
period to meet the needs of newly developing conditions for which the past 
yields but dim guidance. And the price-maker faces the issue of price- 
alteration in industrial markets with a bias for price-stability. As Scitovsky 
has urged, it is an essential feature of his offer to do business on set terms that 
this offer must stand unchanged for a spell. This is first of all a matter of 
“commercial usage and ethics ” and of convenience to buyers, who are put 
to greater trouble by an unstable or shifting price-universe. Price alteration 
also has its specific costs arising out of the issuance of new catalogues and sales 
literature needed to make the new price-offer effective and to dispel any 
illusions or misunderstandings. At best the new price-offer will become 
effective only at a lag. Then, too, price-alteration may, if it is not carefully 
timed and programmed, encourage speculative tendencies in buyers, and 
thus tend to unstabilise market behaviour.! Finally, price alteration may up- 
set the balance of power among rival firms in the industry and may be 
regarded as an aggressive thrust. As such it may induce retaliatory re- 
sponses which may upset valuable and precariouscompetitive understandings.” 
For all these reasons it is a fundamental principle of price-making in indus- 
trial markets that price-alterations should be as few as possible and should 
pursue a single direction without reversing course. 

Alteration of prices only periodically and in the direction of a consistent 
price-trend both simplifies and complicates the price-maker’s task in 
industrial markets. His task is simplified because he is not forced to adjust 
his price-offer to meet temporary or special conditions of supply and demand. 
The price-offer line and equilibrium value must diverge in a constantly 

* See on all this Scitovsky’s brilliant performance “‘ The Stability of the Price-Maker’s Be- 
havior,” Chapter XII of Welfare and Competition; on the more empirical level see the excellent 
analysis in Nourse, Price-Making in a Democracy. 

* See Rothschild’s justly famous essay for emphasis on all of this. ‘ Price Theory and Oligo- 
poly,”” Economic Journat, September 1947, pp. 299-320. An important empirical characteristic 
of business enterprise in industrial markets is its oligopoloidal characteristics as noted in our 


introductory remarks. ; 
No. 273.—VOL. LXIX. D 
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changing world. Nor need a price-offer line coincide with maximum profit- 
ability criteria. But the task of the price-maker is more complicated in 
that he must consider long-run or distant needs, and among these is surely 
the future level of equilibrium values. He will not want to embark on a 
course of price-change which will carry him and his industry away from the 
drift of future equilibrium values. For the greater the spread between 
realised price and equilibrium value the more unsupportable the level of 
price will become. Yet the task of gauging price with reference to future 
states of equilibrium value would appear nearly impossible when even a 
present demand curve, as Robinson puts it, “is a mere smudge to which it is 
vain to attribute elegant geometrical properties.”’ 1 Obvionsly then we have 


a tough nut tocrack. For pricing must conform with admitted leeways to | 


the pathway of future equilibrium values, though even present equilibrium 








TT aa 


values are difficult to estimate. It is to this problem and to the devices | 
and short cuts evolved by the business world for its solution—and their | 


theoretical reflection in classical economics—that we turn to consider in the 
concluding section of our paper. 


TV. Back To MARSHALLIAN NORMAL VALUE 
AND REPRESENTATIVE FIRMS 


The task of projecting future equilibrium values is very difficult, particu- 
larly for time-periods which are reasonably close to us. The supply schedule 
may be readily predicted, since it will carry over from the supply schedule of 
the immediate present, and this may be gauged in most industries by widely 
distributed information with regard to production capacity, cost levels and 
and factor-supply prices. The demand projections here are the trouble- 
some factor. These projections first involve ideatification of elasticity 
characteristics for which quite extended market research would be needed. 
Then there would be involved a total income projection and the likely 
ruling prices of the most closely related product groups. Sudden changes of 
taste could be ruled out. But underlying trends of demand generally or in 
the structure of demand for various product varieties would play a material 
role, and these cannot usually be presented as a simple function of time. 
Since we are dealing with numerous independent estimates, the total range of 
error with regard to equilibrium value would be quite wide. Only where 
demand was highly inelastic price-wise, insensitive to small income changes 
and based on very stable taste factors could the demand projection be very 
close to the mark. 


———— 


~ 


en 


It might be thought that tl.< difficulties of determining equilibrium value 


through demand and supply projections would increase as we attempted to 
devise them for more distant periods. But this is not at all the case if there 


is a steady demand growth. Then the more distant the period, the more | 


1 J. Robinson, ‘‘ Imperfect Competition Revisited,” Economic JouRNAL, September 1953, p. 585. 
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easy to identify the most likely range of equilibrium value. It is not 
necessary to know in advance the exact rate of demand growth so as to be 
able to draw in advance the demand schedule for the nth period as it sweeps 
across the horizontal axis. The order of magnitude of that growth factor 
should be estimated. One should know whether in ten years the demand 
(say at a range of highly likely prices) will rise only by (let us say) the 
percentage growth of general population, or by the total rise in current 
national product or at a compounded rate of x% per year. Beyond 
estimates of this order of magnitude—which does not unduly strain the 
capacities of abler business-men—precision is not needed. 

The reason why even a gross error in demand projection can be accom- 
modated for distant periods and why we can even ignore knowledge of 
income and price elasticities is ready at hand for all trained Marshallians. 
We do not need to know how to draw the exact shape or to locate the general 
position of the demand curve because we can anticipate the behaviour of the 
supply schedule and the neighbourhood or range of its likely intersection 
and determination of equilibrium value. We can anticipate this behaviour 
when we are analysing the case of a growing industry—a special case of a 
growing economy—with its demand enlargements. Thus we know that 
growing demand will only be satisfied if supply capacity is increased and the 
supply schedule given a displaced and more extended sweep. Supply 
capacity can be only increased if fresh investment is undertaken. But this 
investment will not be undertaken except on the expectation of profitable 
prices prevailing over the anticipated life-time of the investment and the 
average rate of capacity utilisation expected to be realised over that life-time. 
The shorter the estimated life-expectancy of the investment and the lower the 
rate of average capacity-utilisation projected, the higher will be the average 
total unit costs of production projected in the new investment. Moreover, 
the rate of profit on the investment must be high enough to offset risks and 
disabilities from all sources allowance being made for the hopes for capital 
appreciation, other investment possibilities, chances for windfalls and the 
non-economic drives which are urging industrial expansion. Usually the 
greater the anticipated rate of industry growth, the more liberal the profit 
margin to be taken if for no other reason than to provide the equity capital 
needed to finance the needed new investment. In some such wise each 
entrepreneur establishes a profit rate as-a guide to his investment planning.! 

The basic unit-cost factors will be calculated assuming the newest and 


1 This profit rate may be a complex term with time characteristics, and obviously the profit 
rate utilised in investment planning will be reciprocally adjusted to—though in certain respects it 
will tend to control—experienced profit rates in this and other related industries. The relation- 
ship here is a complex one. But in any case I cannot sympathise with Joan Robinson’s difficulties 
with this question. She avows that “‘ In reality to find the expected rate of return which governs 
investment decisions is like the famous difficulty of looking in a dark room for a black cat that 
probably is not there and to give a true account of realized returns is like the famous difficulty of 
the chameleon on a plaid rug.” Robinson, The Accumulation of Capital, p. 192. 
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best technology laid out on the optimum size within reach of most of the 
firms which make up the industry and assuming command over the efficien- 
cies of supply which the expected aggregate volume of production will 
generate. We can add a basic inflation trend of increase in basic supply 
factor prices; and we can offset this by allowance for an annual increase in 
productivity. The investment returns will be calculated on the assumption 
of the “‘ normal ” management of the “ representative firm,”’ that idealising 
construct which because it coincides with no exact reality has been so care- 
lessly discarded from economic theory. The “ representative firm” is 
merely a mental construct to gauge abnormalities in any given firm which 
would require correction or offsetting before that firm’s own experience 
would serve as a benchmark for gauging normal value. A new firm struggl- 
ing to become established in its position in the industry, an old firm with a 
** derelict > management, a giant firm with a lay-out of excessive overhead 
costs can gauge normal value only by “ correcting ”’ their own cost-experience 
or investment projections with reference to some idealised construct of a 
more “‘ representative ” experience.? Of course, this correction is necessary 
if entry is open and if the number and quality of expanding firms is appre- 
ciable. If entry is highly restricted and the quality of the competitors can 
be appraised through specific identification, then we would “ correct ” not 
with the results of some unspecified “ representative” firm but a set of 
specific firms with definitely known characteristics. In many ways the 
concept of the “ representative firm” best fits the case of the generalised 
** potential competitor ” when access is moderately open. 

Normal value will thus be the average total unit costs (including wr" 
profits) of new investment projects geared to the new technology and laid 
out on optimum size lines over the prospective life-time of the investment 
project. Normal value is thus an expectational level of value and is very 
closely related to the rate of returns on investment computed for a discrete 
investment project. But though normal value is only an expectational 
entity, it has crucial operating effects. For if the trend or level of realised 
prices is below current levels of projected normal value, new investment will 
not be forthcoming. The levels of normal value will diverge for various 
members of an industry so that some firms may be willing to expand capacity 
when others are holding back. There will obviously be a functional 

1 Thus H. J. Davenport as an outcome of a lengthy analysis complained that “‘ generously 
estimated, therefore, the chances are some billions to one against any particular firm fulfilling these 
cumulative requirements fof the representative firm].” The Economics of Alfred Marshall, p. 373. 
But the “‘ representative firm ”’ is not a firm at all, He is only a mental construct against which 
operating experience is evaluated. 

2 See particularly Marshall, Principles, pp. 317 f., where Marshall worded the case as if he were 
looking for some actual firm which is actually ‘selected’ on the basis of “‘ a broad survey” 
(p. 318). But in other contexts, see chiefly p. 459, the representative firm is a ‘* device” which 
comes to “‘our aid” by “‘ imagination.”” We are specifically warned that “‘ we cannot then 


regard the conditions of supply by an individual producer as typical of those which govern the 
general supply in a market.” 
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relationship complexly developing over time between levels of realised price, 
induced new investment activity and projected levels of normal value. The 
slackening or acceleration of the rate of growth of capacity in an industry 
may not immediately affect levels of realised price. But obviously the 
growth of capacity moves downward the levels of equilibrium value, and to 
this extent exerts a downward influence on price. And if demand is steadily 
growing the regulative role of normal value will become more potent and 
must become controlling. 

We can now see how crucial is the setting of increasing secular demand 
growth with positive investment activity.1 For it is only with the integration 
of new investment planning with demand expansion that long-run rational 
price-strategy and planning becomes feasible in an open industry. Indus- 
tries which adhere to normal value concepts and guides will have a minimum of 
price-instability. There will be less inventory speculation in their products, 
and hence stabler overall rates of operation, and with this steadier investment 
planning. The procedure of price-calculation is greatly facilitated, since 
it involves a series of basic cost projections which the business-man readily 
understands. By relaxing or intensifying marketing effort when normal value 
pricing would run short or exceed optimum capacity utilization an effort is 
made to achieve this utilisation-state. And meeting long-run needs will 
generate the reserves which can take care of short-term inadaptabilities. 
Pricing on the basis of normal values minimises the occasions for com- 
petitive wars and facilitates organic growth and smooth balance.” Is it any 
wonder that the Oxford study and every other serious study of the price- 
making process in business enterprise on the commodity level finds that 
full-cost pricing standards prevail, modelled variously but predominantly 
along Marshallian lines of normal value? 

Naturally, normal value will not prevail rigidly even on the commodity 
level. There will be a tendency to modify in the direction of equilibrium 
value when the gap between normal trend-value and a given equilibrium 
value is considerable. It takes a very mature industry with a good deal of 
price-discipline to hold prices or the price-line below equilibrium values in 
the interest of following an anticipated trend-line of normal values. Where 
inflation factors are prominent and the long-run picture confused, there will 
be considerable temptation for industrial pricing to adapt itself to market 

1 For emphasis on the crucial role of “* expanding demand ”’ cf. Knight’s 1921 article (in his 
The Ethics of Competition, p. 211). 

* Thus we disagree with Kahn’s interpretation of what Joan Robinson so happily called a 
“convenient institution,” namely price-leadership or the above-noted collusive aspects of “‘ normal 
value” pricing. Kahn wrote that full-cost pricing ‘‘ plays the canonical role of keeping prices 
down at times of scarcity as well as keeping them up at times of abundance.” Kahn, “‘ Oxford 
Studies in the Price Mechanism,” Economic JourNAL, March 1952. 

3 On the level of product-varieties its application is even looser or, as Marshall put it, “ the 
influence of cost of production on value does not show itself clearly except in relatively long periods; 


and it is to be estimated with regard to a whole process of production rather than a particular 
product.” Principles, 361 f. 
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conditions. Since new investment activity which enlarges capacity will 
usually embody new innovations—did not Marshall tell us that “ we are 
here verging on the high theme of economic progress ” ?—this may make 
future cost projections uncertain, thus forcing an industry to price chiefly 
on the basis of current conditions or fissioning the industry into divergent 
basic price policies.1_ As Marshall{pointed out, normal value will not yield 
a unique solution under conditions of diminishing costs as the aggregate 
scale of production is increased.2, And Marshall himself pointed out how 
industry attempts to insulate itself from following equilibrium values when 
demand scheduies fall off in what are regarded as temporary trade “‘ dips.’’® 
New industries with fast-growing demand schedules will tend to treat them- 
selves to abnormally high levels of profit return if for no other reason than to 
finance expansion on the necessary scale. 

We thus see that dogmatic polarisation of “‘ monopolistic ” (marginal), 
“ equilibrium ” (market-clearing) and full-cost (normal-value) theories of 
pricing is theoretically invalid and practically nonsensical. These three 
criteria of price will all be effective in industrial markets, though to varying 
degrees and in varying and complex combinations. They support, interfuse 
with and displace each other by turns and according to circumstances, and 
set limits within which realised levels of price can move. Real market 
behaviour can only be analysed and understood by using all three criteria. 

M. GoTTLieB 
University of Kansas, 
Lawrence, Kansas. 


1 Marshall, Principles, p. 461. 2 Idem, Appendix H. 3 Ibid., p. 376. 
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ECONOMIC INTEGRATION AND THE AMERICAN 
EXAMPLE? 


Ir would be wrong to suppose that the current boom in customs unions 
and free-trade areas in several parts of the world owes all its vigour to econo- 
mic theory. Much of the enthusiasm is based ultimately on political con- 
siderations. Still, in so far as economic reasoning has played its part, there 
can be little doubt that the spectacular success of the United States is upper- 
most in people’s minds. It is freely asserted that American experience 
clearly demonstrates the advantages of a large integrated economy in ex- 
ploiting to the full the benefits of mass production and specialisation. 

The economic case for the integration of western Europe has been 
summarised as follows: 


**In many fields there is an urgent need to transcend the many 
small national markets which are no longer adequate to cope with 
modern technological developments. On the other hand, many con- 
siderations, primarily political, render it impossible to lead this argu- 
ment to its logical conclusion, i.e. world-wide integration. In fact, 
under contemporary conditions of State interventionism, economic 
integration can only become a reality between such like-minded nations 
as are already closely linked together, inter alia, by their economic 
interests. Western Europe provides such a setting, or at least an 
approximation to it.”’ ? 


It has also been argued that there are certain instances, such as oil refineries 
and continuous wide-strip steel mills, ‘‘ in which the full-time operation of a 
single modern plant of optimum size produces an output that exceeds the 
entire national demand of some of the smaller Western European countries.” $ 
Notwithstanding the views of these and other authorities, the idea that 
the fullest exploitation of modern technology is obstructed by small national 
markets is not at all well documented. It would seem in fact that even the 
smaller western European countries have a national demand large enoug 
to permit optimum production of the great bulk of goods and services. Such 
countries may satisfy their demand for goods which they cannot produce 
economically for themselves—whether because of inadequate size of the 
national market or for any other reason—through foreign trade. Nor is it 


1 The views expressed in this article are those of the author and do not necessarily represent 
the views of the United Nations Secretariat, to which he belongs. He wishes to acknowledge 
statistical help received from Mr. A. Khan and Mr. K. Moksnes, 

* Research Directorate of the Secretariat-General of the Council of Europe, The Present State of 
Economic Integration in Western Europe (Strasbourg July 1955), p. 94. 

* T. Scitovsky, ‘‘ Economies of Scale, Competition and European Integration,” American 
Economic Review, March 1956. 

* Inadequacy of national markets is, however, much more likely to be an obstacle to efficient 
production in certain parts of the under-developed world, such as, for example, Central America. 














40 THE ECONOMIC JOURNAL [MARCH 


out of the question for these countries to set up even such plants as oil 
refineries provided they can sell part of their output abroad. An excellent 
case in point is the Netherlands, which in 1957 produced 14-1 million tons of 
petroleum products, while total domestic consumption amounted to only 
5:5 million tons. Such possibilities are evidently not precluded even where 
there are considerable tariff and quota restrictions between countries, as 
there are in western Europe at the present time. A demonstration of the 
case for economic integration or free trade therefore requires much more 
than an exposition of the arithmetic of indivisible productive techniques. 

Some doubt was thrown by Rostas on the importance of the size of the 
market in explaining the pre-war United States lead in output per man-hour 
over the United Kingdom. He concluded that: 


** There is some inter-relationship between size of the market and 
productivity in the sense that the greatest relative advantage in pro- 
ductivity in the U.S. is shown in industries where the U.S. market is 


relatively very big.... But otherwise there does not appear to be a 
close inter-relationship. In cases where the U.S. market is big... 
relative productivity is not above average.... While it is obvious 


from this comparison that in certain industries the size of the market has 
an influence on output per worker, this is not as great as is usually 
assumed. If we compare the relative productivity and the size of the 
market in U.K. industry in relation to Sweden and Holland . . . we can 
see that relative productivity is in no way related to the size of the 
market. This points to the fact that the optimum plant (or firm) and 
specialization can be achieved within the limits of a smaller market 
(output).”’ } 


Using a more limited sample for a post-war comparison of United States 
and United Kingdom output per man-hour, Marvin Frankel concludes that 
** there appears to exist no systematic relationship between differences in 
market size and differences in productivity.” 2. Only after excluding from 
consideration petroleum refining (“‘ because of the grossly disparate im- 
portance of this industry in the two countries ’’) and certain other industries 
(“‘ whose markets tend to be narrowly regional or local in one or both 


countries’) does Frankel find’ a correlation of 0-70 between these two: 


variables. He points out, however, that: 


1 L. Rostas, Comparative Productivity in British and American Industry (Cambridge University Press, 
1948), p. 59. 

® Marvin Frankel, British and American Manufacturing Productivity (University of Illinois, 1957), 
pp. 64 et seq. Frankel’s total selected sample of industries, before exclusions, covered about 16°, of 
manufacturing employment in Britain and 18% in the United States. The Rostas sample of 
industries covered about half of the value of net output in Britain and two-fifths of the value of net 
output in United States manufacturing industry. 

* Frankel finds a partial coefficient of correlation between United Kingdom-United States 
differences in market size and in output per man-hour, with capital per worker and size of plant 
held constant, of 0-79. He warns the reader about the restricted character of the sample, and 
about the possibility of spurious correlation when the same factor, such as number of workers, is 
present in both dependent and independent variables. 
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** This relationship of itself gives little insight into the interaction of 
the two variables. ... Initially large markets in the United States may 
have conduced to high productivity levels.... A second alternative is 
that high productivity, a result of some third variable, creates its own 
large markets through the consequence of low prices.... A third 
alternative would identify both high productivity and large markets as 
a joint outcome of some third factor.... The mere coincidence of 
large markets and high productivity does not indicate which of these 
interpretations, or combinations of them, should be preferred.” 


Particularly damaging to the view that large markets generate high pro- 
ductivity is the fact, noted by Rothbarth ? and others, that United States 
industry was more efficient than British industry as long ago as 1870, if not 
earlier, when the size of the United States market for manufactures was 
probably smaller than that of the United Kingdom. The belief that 
American productivity was superior to British productivity during the 
second half of the nineteenth century receives support both from qualitative 
evidence based on the findings of contemporary observers * and from extra- 
polations into past periods on the basis of the Rostas—Frankel estimates of 
current productivity relationships, combined with available data on past 
trends in industrial output and employment in the two countries.’ 

If it were true that under present conditions small countries are pre- 
cluded from taking full advantage of the economies to be realised from mass 
production and specialisation, this ought to be reflected in their per capita 
incomes. For example, countries ranked in descending order of market 
size ought presumably to show declining fer capita incomes in terms of dollars. 
This is not, in fact, the case. It hardly seems necessary to go through the 
motions of calculating correlation coefficients to prove the point that in a 
world in which India, a country of nearly 400 million people, has one of the 
lowest per capita incomes and in which New Zealand, with a population of 
little more than 2 millions has one of the highest, the size of the national 
market bears little or no relation to productivity per head. 

It might be argued that under-developed countries should be excluded 
from the reckoning, since the market economy accounts for only a fraction 
of their total product. In Table I nine of the industrial countries are ranked 
in terms of the dollar value of their per capita output in 1955, on the basis of 


1 Erwin Rothbarth, “‘ Causes of the Superior Efficiency of U.S.A. Industry as compared with 
British Industry,” Economic JouRNAL, September 1946. 

? Thus Rostas, op. cit., p. 61, cites evidence that as long ago as the 1850s British observers were 
impressed by the unusually widespread and rapid application of machinery and mass production 
methods in the United States. 

5 Frankel, op. cit., estimates that United States labour productivity probably began to forge 
ahead of United Kingdom productivity somewhere between 1830 and 1860. The trend he 
establishes in the ratio of United States to United Kingdom productivity from this period to 1955 
appears to be consistent with the data given by F. W. Taussig in ‘‘ Labour Costs in the United 
States Compared with Costs Elsewhere,” Quarterly Journal of Economics, November 1924; Taussig 
shows ratios of United States to United Kingdom physical output per worker ranging from 1-2 to 2-9 
for several industries in 1907-9. 
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purchasing-power parities established by Milton Gilbert and associates, ] i 
Corresponding data on total output and on the ratio of exports of goods and | § 
services to total output are shown alongside. The coefficient of rank correla- | f 
tion between per capita and total output is less than 0-3. Nor is the correla- | | 
tion improved—quite the contrary—by taking into account the fact that |b 











TABLE I t 
Total and Per Capita Output, and Importance of Foreign Trade, tl 
in Nine Industrial Countries, 1955 S 
(Ranks shown in brackets) 
tl 
. : Percentage ratio of 
Per capita G.N.P. Total G.N.P. in 

Country. : mee exports of goods and P 
in dollars. billions of dollars. servinws ts GIL. ‘ 
United States Tr 2,310 (1) 380-0 (1) | 6-7 (9) ti 
United Kingdom... 1,152 (2) | 74-9 (2) | 23-6 (5) . 

Belgium . . . 1,137 (3) 11-9 (7) | 35-8 (3) 
Norway ‘ ‘ ‘ 1,061 (4) 4-8 (9) 42-0 (2) re) 

Denmark . .. 1,007 (5) 5:7 (8) | 33-5 (4) 
Germany, western. 975 (6) 66-6 (3) 21-2 (6) Pp 
France : 4 - 969 (7) 55°7 (4) 15-8 (7) d 

Netherlands. .  . 892 (8) 13-1 (6) 52:8 (1) 
Italy . é ; ‘ 464 (9) 38-7 (5) 12-7 (8) se 











Source: Milton Gilbert and Associates, ‘‘ Comparative National Products and Price Levels,” 
O.E.E.C. General Statistical Bulletin, January 1958. Estimates of G.N.P. based on United States 
relative price weights for all countries. 


countries vary widely in the extent to which they participate in international 
trade and in the greater specialisation which this makes possible. Thus 
neither the size of the market nor the share of exports in total output—nor | 1 
both factors taken together—are of any value in explaining inter-country | 
differences in per capita income. = 
oe A second principal contention derived from American experience is that] ® 
| economic integration is likely to promote a higher level of efficiency by en- 
L couraging competition. Scitovsky has argued, for example, that the western Si 
‘European economies-are less competitive than the American, that less effort | 1 
is made by producers in western Europe to expand at the expense of their} 5! 
competitors, that the small family firm in western Europe has a staying] © 
power that makes it outlast its period of profitability, and that— 


** optimal plant is not likely to be built in an oligopolistic situation when 
the industry operates with a price structure that allows each member an 
adequate profit, even though productive methods are sub-optimal and 
costs higher than they need be. ... In Western Europe, where national | (P 
markets are often small and relations among competitors friendly and 
personal, there are many industries in which the above situation holds.”! | 


Scitovsky concedes that quantitative evidence for this view cannot be] ce 
produced. He refers to Rosenbluth’s findings that the general level of 
1 'T. Scitovsky, op. cit., p. 83. 
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industrial concentration is higher in the United Kingdom than in the United 
States, in the sense that industry by industry, the three largest firms account 
for a higher proportion of employment, on the average, in the United 
Kingdom than in the United States.1_ However, closer scrutiny of Rosen- 
bluth’s data suggests that the difference between the two countries is hardly 
of major proportions. Of fifty-seven industries examined by Rosenbluth, 
thirty-three had higher concentration ratios in the United Kingdom than in 
the United States in 1935, and twenty-four had higher ratios in the United 
States. 

More significant, however, is the fact that the data do not seem to warrant 
the inference that where concentration is high in the United Kingdom, 
productivity is relatively low. A comparison of Rosenbluth’s data on con- 
centration with Rostas’ and Frankel’s results concerning relative produc- 
tivity in the two countries yields no such conclusion for the few industries in 
which this can be done.? Rosenbluth has also found that the concentration 
of industry is higher in Canada than in the United States,? and it would 
presumably not be argued that the Canadian economy is subject to the same 
deficiencies in the field of competition as the European. Rosenbluth him- 
self explains the higher Canadian concentration by saying that: 


** Canadian industries have fewer firms because, while the average 
size of their firms is about the same as in the United States, the in- 
dustries themselves are much smaller. This smaller industry size, 
finally, reflects the smaller size of the Canadian economy combined 
with an industrial pattern very similar to that of the United States.” ¢ 


It is not at all unlikely that similar considerations apply to the United 
Kingdom, especially bearing in mind Sargant Florence’s finding that 
measured in terms of the number of workers, the sizes of firms do not differ 
greatly between the United States and the United Kingdom.5 

There are therefore no grounds for distinguishing between the United 
States and western Europe in terms of the extent of industrial concentration. 
If business-men have less dynamism in western Europe than in the United 
States, this has little or nothing to do with differences in the degree of 
oligopoly. 

It is also important not to lose sight of the fact that however well en- 
trenched western European producers may be in their domestic markets, a 
much larger proportion of their output than of the output of their opposite 

1 Gideon Rosenbluth, ‘‘ Measures of Concentration,” in Business Concentration and Price Policy 
(Princeton: National Bureau of Economic Research, 1955). 

* Of twelve industries for which data on concentration and relative productivity are available 
from these sources, seven show relatively high productivity differentials associated with a relatively 
high degree of concentration and only five show results consistent with the view that high con- 
centration makes for low productivity. 

3 Gideon Rosenbluth, Concentration in Canadian Manufacturing Industries (Princeton, 1957). 


* Ibid., p. 20. 
*?-. Sargant Florence, The Logic of British and American Industry, p. 36. 
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numbers in the United States has to compete in world markets,! where it is 
probably far more difficult to come to restrictive agreements than it is at 
home. It is not unlikely, in fact, that competition in overseas markets by 
European producers, both with one another and with United States pro- 
ducers, is even more vigorous than internal competition within the borders of 


y the United States. In view of the importance of overseas sales in the profits 


of European companies, it cannot be taken for granved that competition is a 
less important influence on them than it is on American companies. 

But let us even suppose it were true that imperfect markets and restrictive 
business practices are more common in western Europe than in the United 
States. Why should it be supposed that economic integration would, in 
itself, undermine such conditions? The European Coal and Steel Com: 
munity has many achievements to its credit, but it is nowhere argued that it 
has led to greater competition between coal and steel producers. Nor does 
the adoption of the basing-point system of pricing for steel within the Com- 
munity imply a particularly competitive situation. Despite the establish- 
ment of the Community, Italian steel prices seem to have been maintained 
at levels well above those corresponding to delivered costs from producing 
centres elsewhere in the Community. 

One reason to expect more aggressive competition in a larger unified 
market is doubtless that the difficulty of arriving at and enforcing restrictive 
agreements among producers multiplies rapidly as the number of producers 
increases. There is obviously something in this argument, but how im- 
portant it is in practice is not easy to tell. In the first place, some of the 
major industries—those, in fact, which have exhibited the greatest dynamism 
both in the United States and elsewhere-—are precisely those in which the 
bulk of the output is produced by a handful of companies, and which would 
therefore have relatively little difficulty in coming to market-sharing and 
other agreements if they chose. The operations of the Brussels steel cartel 
are suggestive of what might be feasible in this sphere. It is not at all im- 
possible, in fact, that some industries which are now prepared to compete 
vigorously on the international market so long as the solid core of home sales 
is assured, might feel themselves compelled to come to agreements with their 
counterparts abroad if they felt that foreign competition might endanger 
them even at home. A case in point might well be the motor-vehicle in- 
dustry. This is the western European industry perhaps most frequently 
cited as needing the stimulus of larger integrated markets to promote 
efficiency through greater competition and standardisation. Yet surely 
here is an industry which would have much less difficulty than most in 
maintaining restrictive agreements—even if the integrated market covered 
the whole of western Europe. For the number of producers is relatively 
small and confined to a few countries. Similar considerations probably 
apply in many of the other European industries. 

1 See Table I, third column. 
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Any argument for economic integration based upon the hypothesis that ) 
there is a more vigorous spirit of competition in the United States than in \ 
western Europe, cannot therefore content itself with demonstrating that the 
hypothesis itself is true, but must go on to show that the difference is due to 
the number of frontiers in western Europe, and not to other factors } which 
economic integration per se might do little or nothing to eliminate. 

A third argument for economic integration is that it provides the most 

efficient means of spreading higher levels of productivity and per capita income 
throughout the territory encompassed, and that this likewise is one of the 
important lessons to be learned from American écono nomic history. Uri 
writes that “L’évolution américaine récente fait apparaitre la décentralisa- 
tion comme la forme la plus élevée du développement.” ? 

Before studying the American example more closely, it ought perhaps to 
be observed that history records plenty of examples of the opposite tendency 
—namely of economic polarisation as the rich areas in a community or 
country grow continuously richer and the poor areas poorer.’ It has been 
shown, for example, that in France and Italy the gap in economic develop- 
ment between regions has been steadily growing while employment in 
industry has been expanding fastest in the most highly industrialised areas. 
And while regional differences in incomes and in the degree of industrialisa- 
tion seem at the present time to be relatively small in Germany and the 
United Kingdom, it is pointed out that historically, the economic develop- 
ment of both these countries was accompanied by economic backwardness or 
stagnation in certain regions, notably the area that is now the Irish Republic 
and the German territories incorporated in Poland and the Soviet Union at 
the end of the Second World War.‘ 

Nor does a careful examination of the history of the United States 
suggest that the forces of economic integration in that country have been as 
strong as is often contended. In the first place qualitative information 
suggests that throughout the greater part of the nineteenth century the 
Southern states lagged considerably behind the rest of the country in respect 
to the growth of output and income. Such manufacturing as existed in the 
South at the end of the eighteenth century disappeared quite rapidly with 
the development of the plantation economy. Meantime manufacturing was 
expanding rapidly in the North under the protection of high tariff barriers. 
By 1850-60 the proportion of the population engaged in manufacturing 
was about | to 8 in New England as against only | to 82 in the South.® 








1 Many possibilities suggest themselves. It is, for example, not surprising to find in the United 
States the natural vitality of a population based largely upon immigrant stock, active and resourceful 
enough to leave their home countries and determined to succeed in a new environment. 

2 Pierre Uri, “‘ Harmonisation des politiques,’’ Revue Economique, March 1958. 

% The factors tending to lead to this result are reviewed at some length by Gunnar Myrdal in 
his Economic Theory and Underdeveloped Regions (Duckworth, 1957). 

* Economic Commission for Europe, Economic Survey of Europe in 1954 (Geneva, 1955), pp. 142, 144. 
5 See Victor S. Clark, History of Manufactures in the United States, 1929 edition, Vol. 1, p. 580. 











the South? may be found in data on the level and rate of change of the urban p 


population, which is strongly correlated with the growth of factory pro- 
duction,” and hence with the rate of increase in per capita income. It will be 
seen from Table II that at the beginning of the nineteenth century the 
percentage of the population living in urban areas in the South was already 
lower than for the United States as a whole, but that the gap was being 











Tas_e II 
United States: Growth of Urban Population 
Percentage of total population Percentage increase in urban 
recorded in urban areas. population over preceding census. 
Year. = e = | 
ontinen " ontinen * 

United States, | South United States. | South. 
1790 5-1 2:1 
1800 6:1 3-0 59-9 84-6 
1810 7:3 4-1 63-0 83-7 
1820 7:2 4-6 31-9 42-4 
1830 8-8 5:3 62-6 47-6 
1840 10-8 6:7 63-7 53-9 
1850 15-3 8-3 92-1 60-7 
1860 19-8 9-6 75-4 43-4 
1870 25°7 12-2 59-3 40-3 
1880 28-2 12-2 42-7 34-8 
1890 35-1 16-3 56:5 61-7 
1900 39-7 18-0 36-4 35-6 
1910. ‘ ; 45-7 22:5 39:3 49-8 
1920. ‘ > 51-2 28-1 29-0 40-4 
1930. : : 56-2 341 27:3 38-8 
1940... ; é 56°5 36-7 79 18-5 
1950. ; : 59-0 44-0 19-5 35-9 

















* United States Bureau of Census definition, as given in footnote above. 
Source: U.S. Census of Population 1950, Vol. 1, Table 15, pp. 1-17. 


narrowed, in relative terms, through a more rapid process of urbanisation in © 
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A reasonably good indicator of the relative pace of economic progress in | 





the South than elsewhere. By the decade of 1820-30, however, the ratio of ' 


urbanisation in the South had fallen behind that of the rest of the country, & 


and continued in arrears until the decade of 1880-90. Not until the decade | 


of 1910-20 did the rate of urbanisation in the South begin to lead the rest of © 
the country by a considerable margin once more. It seems, therefore, on ~ 


1Tt has unfortunately not been possible to use the term “‘ South ”’ in a completely uniform sense 
in the course of the following discussion. {So far as possible, the United States Bureau of the Census 
classification is adhered to. Under this classification the South consists of the following regions 
and states: South Atlantic—Delaware, Maryland, District of Columbia, Virginia, West Virginia, 
North Carolina, South Carolina, Georgia, Florida; East South Central—Kentucky, Tennessee, 
Alabama, Mississippi; West South Central—Arkansas, Louisiana, Oklahoma, Texas. Departures 
from this classification are footnoted throughout. 

2 According to Frederic B. Garver, Francis M. Boddy and Alvar J. Nixon, The Location of 
Manufactures in the United States 1899-1929 (University of Minnesota Press, 1933), the coefficient 
of rank correlation of the percentage of the population living in urban areas in 1930 with the number 
of wage-earners per 1,000 of the population in 1929, by states, was 0-72. 





nm 2 ft) afm se Je 

















.CH 


3 in 


an ; 


TrO- 
be 
the 
dy 
ing 


n of 
ient 
iber 





TOF WTR es 


WR 





1959] ECONOMIC INTEGRATION AND THE AMERICAN EXAMPLE 47 


the basis of population data, that from about 1820 to about 1880 the economy 
of the South was probably lagging behind the rest of the country in much the 
same way as has occurred in France and Italy in more recent years. 

From about 1900 onwards, however, the data suggest a change in the 
situation. This is confirmed by information on regional per capita income 
as a percentage of the national level available for various years going back 
to 1880, as shown in Table III. No relative improvement in per capita 
income in the Southern states (those referred to as the South Atlantic, East 
South Central and West South Central states) is shown from 1880 to 1900. 


Tas.eE III 


United States: Regional Per Capita Income as Percentage of National 
Level, 1880-1950 * 














i880. | 1900. | 1920. | 1930. | 1940. | 1950. 
United States . ; : . ‘ . | 100 100 100 100 100 100 
New England . ‘ ‘ ‘ . ‘ 141 134 124 129 121 109 
Middle Atlantic , ‘ : ; | 141 139 134 140 124 116 
East North Central . , ‘ : | ae 106 108 111 112 112 
West North Central . . ‘ ‘ ; 90 97 87 82 84 94 
South Atlantic . ° ° ‘ . ‘ 45 45 59 56 69 74 
East South Central . , ; ‘ ‘ 51 49 52 48 55 62 
West South Central . ' ; ‘ ‘ 60 61 72 61 70 80 
Mountain 3 . ‘ ; : - | 168 139 100 83 92 96 
Pacific . 204 163 135 130 138 121 
Arithmetic mean deviation of regional per 
capita income from national heneee as 
points . é : 456 | 366 | 25:7 | 31-1 25:0 | 16-9 

















* The regional definitions of the United States Bureau of the Census are used, except that the 
District of Columbia is omitted and Delaware and Maryland are included in the Middle Auiantic 
rather than the South Atlantic region. 

Source: Richard A. Easterlin, “‘ Interregional Differences in Per Capita Income, Population, 
and Total Income, United States, 1840-1950,” in Conference on Research in Income and Wealth, 
Studies in Income and Wealth, Volume 24 (New York: National Bureau of Economic Research 
forthcoming), Table D-2. "The entries for 1920, 1930, 1940 and 1950 are cycle averages for 
respectively 1919-21, 1927-32, 1937-44 and 1948-53. 


Indeed, the East South Central states did not move significantly upwards, 
relatively to the rest of the country, until the decade 1940-50. The South 
Atlantic states did, however, show a marked upward trend in per capita 
income relatively to the country as a whole after 1900, and the East South 
Central states exhibited a weaker shift in the same direction, interrupted 
more sharply by the depression in agricultural prices in 1930.1 


1 The rise in the arithmetic mean deviation of regional per capita incomes from the national level 
between 1920 and 1930 shown in Table III reflects the steep decline of prices received by farmers for 
their output in terms of prices paid by them for goods purchased, between those years. This tended 
to increase the income lag in the agricultural states at the lower end of the distribution, and con- 
versely to raise the lead of such areas as the New England and Middle Atlantic states. From 1930 
to 1950 prices received by farmers recovered in terms of prices paid to approximately the 1920 
relationship. Thus over the period 1920-50 as a whole the terms of trade between farmers and the 
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There appear to be two main reasons for the relative increase in per capita 
incomes in the South since 1900. In the first place there were, as shown in 
Table IV, significant declines in the importance of agriculture, with its 
characteristically low incomes, and corresponding advances in higher paid 
forms of economic activity, such as manufacturing.? 








TaBLe IV 
Percentage Ratio of Agricultural to Total Workers 1870-1950 * 
Year. | United States. South.+ 
ae Se we Oe 51:5 71-5 
ns 6 i - & 49-4 | 71-8 
A 40-6 62-8 
+ « sees 38-8 62:3 
a ae 32:5 | 56:3 
eae we 25-6 | 46-0 
SG, cident &6s 21-4 | 39-0 
ie. lh ae 17°5 | 30:5 
Mes nts: of 6 11-6 | 18-8 








* Data relate to males and females ten years old and over. 
+ United States Bureau of the Census definition, as given in footnote above. 


Source: E. S. Lee, A. R. Miller, C. P. Brainerd and R. A. Easterlin, Population Redistribution and 
Economic Growth, United States 1870-1950, Volume 1. 


The second main reason lies in the substantial migration which has been 
taking place for well over a century from low-income to high-income areas 
of the United States. This has involved not only heavy population move- 
ments from rural areas to the towns but also from one region to another. 
The South in particular has been an enormous reservoir of man-power for 
other parts of the country—North and West. 

Several writers have suggested that there has been a long-term tendency 





rest of the community remained virtually unchanged, as may be seen from the following parity 
ratios (ratios of prices received by farmers to prices paid, 1910-14 = 100): 


1910 . a ‘ . 7 
1920 . : : an 
1930 . ; , . 
1940 . ‘ ‘ oe 
1950 ° - 101 


Source: U.S. Department of Agriculture, Agricultural Statistics 1954, Table 660. 

1 It is true that the same development was taking place throughout the United States, as may be 
seen in Table IV. Given the greater importance of agriculture in the Southern economy, and 
assuming that the ratio of average agricultural to average non-agricultural incomes was the same 
in the South as in the country as a whole, the same absolute decline in the percentage ratio of 
agricultural to total workers both in the South and in the United States as a whole would have 
resulted in a greater relative increase in average Southern incomes, because they started from a lower 
level. In practice, the absolute declines in the percentage ratio of agricultural to total workers 
were larger in the South than in the country as a whole after 1910; and it is likely in addition that 
the ratio of average agricultural to average non-agricultural incomes was lower in the South than 
in the rest of the country. These two factors strengthened the relative advance in average Southern 
incomes resulting from the growth in non-agricultural activities. 
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for per capita incomes to rise miost in the areas losing population by migration, 
and to advance least in areas of greatest increase in population. Thus 
Easterlin has shown ? that during each of three periods (1880-1900, 1900-20 
and 1920-50) the two lowest income areas were regions of substantial net 
out-migration,® and two other regions of relatively low income were areas 
of net out-migration in at least one or two of the three periods. Conversely, 
all the high-income regions were areas of net in-migration. Moreover, 
there was a tendency for the magnitudes of the migration rates to be 
associated with the relative income levels. Easterlin concludes that the 
flow of persons among regions was a persistent force making for convergence 
of regional income levels.* 

Significant though these influences were,® they operated with much less 
force than might have been expected on the basis of the classical theory of 
international and inter-regional trade. Even by 1954, at the end of some 
eighty years of Southern industrial development, the South’s share of 20% 
in total manufacturing employment in the United States compares with a 
share in total population of nearly 31%; and average incomes in the poorest 
states are still less than one-half of those in the richest. 

Moreover, it seems that despite all the advantages of the unified United 
States market, with its free flow of labour and capital, the process of economic 


1 See, for example, Harvey S. Perloff, ‘‘ Problems of Assessing Regional Economic Progress,” 
in National Bureau of Economic Research, Studies in Income and Wealth, Volume 23, p. 49. It has 
also been suggested by Edward F. Denison op. cit., p. 178, that the absence of a trend in the dis- 
persion of per capita incomes during the post-war period (discussed further below) implies that the 
continuation in this period of differential regional trends in total income is associated with similar 
population trends. 

* Richard A. Easterlin, ‘‘ Long Term Regional Income Changes: Some Suggested Factors,” 
in Papers and Proceedings of the Regional Science Association, Volume IV (forthcoming). 

* Easterlin includes both internal and international migration within the scope of his concept 
of net migration. 

* It should not be assumed that there is anything inevitable about this type of development. 
Lloyd Saville has shown (Southern Economic Journal, July 1956) that population growth in the south 
of Italy during the past fifty years has been little affected by domestic or foreign migration, while 
per capita income in southern Italy has been declining progressively relatively to the north-west since 
the beginning of the century. The lesser importance of internal migration in Italy than in the 
United States was probably due in part to slower growth of employment opportunities in northern 
Italy. 

5 The narrowing of inter-regional differences in per capita incomes in the United States during 
the past half-century appears to owe little if anything to relative movements in wages. United 
States Department of Agriculture data (as set forth by H. J. Braunhut in the Southern Economic Journal, 
Octcber 1949) indicate that the gap between monthly farm wage-rates in the South and in the 
country as a whole widened considerably between 1910 and 1948; and that the corresponding gap 
in daily rates did not narrow very much. Data published by the United States Bureau of Labor 
Statistics (United States Monthly Labor Review, Vol. 66, No. 4, April 1948) suggest that median 
Southern wage-rates in manufacturing industries were no higher a percentage of the corresponding 
tates in the North-east or Middle West in 1945-46 than they were in 1907. The frequently noted 
tendency for the South—North wage-rate differential to narrow in specific industries is not inconsistent 
with a stable differential in median wage-rates for manufacturing as a whole. As will be shown 
below, the industrial structure of the South is a relatively unfavourable one; and the over-all 
composition of manufacturing employment has shifted much more in favour of the high-wage- 
earning industries in the North than it has in the South. 
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decentralisation has been rather slow. Garver, Boddy and Nixon found 
that the ‘‘ index of concentration’ of industry, by states, declined only 
moderately from 1899 to 1929.1 They concluded that although there was a 
remarkable increase in the number of wage-earners on the Pacific coast from 
1899 to 1929, there was no general decentralisation of industry. The main 
Pacific industries were the “‘ ubiquitous’? ones—namely the industries 
typically dependent on local or regional markets—together with certain 
simple manufacturing industries based on indigenous raw materials (notably 
lumber). Likewise, in so far as there was an industrial drift to the South 
it was based mainly on textiles. 

Similar results have been obtained by Easterlin. He finds no evidence 
of a pattern of change in agriculture since 1880 that would have consistently 
favoured low-income areas at the expense of high, thus making for con- 
vergence of regional levels of income per worker. He goes on to state that: 


** An examination of almost sixty large manufacturing industries 
yields no more than a dozen where there was a fairly clear shift of sub- 
stantial magnitude from high to low income regions. ‘The well known 
shift of textile manufactures from the Northeast to the South accounts 
for about half of these; the others—also usually from the Northeast to 
the South—were the manufacture of cigarettes and other tobacco | 
products; furniture; cooperage; marble, granite, slate and other 
stonework; beverages; and distilled liquors. Over against this one 
may set a roughly equal number of shifts that almost wholly benefited 
regions which already had relatively high income levels. This was 
notably so of iron and steel manufacture and various other metals 
industries and of several chemicals industries—candles and soap; paints 
and varnish; and drug and toilet preparations. True, most of these 
shifts were at the expense of a high income region, the Northeast, but 
since they tended to benefit other high income regions, principally the 
East North Central and Pacific, they would appear to yield little net | 
tendency toward convergence of regional income levels.”’ 2 


As a result of this, the South still has an industrial structure that is 


startlingly reminiscent of an under-developed country (though of course the | 


average level of its per capita income is far higher than in any under-developed 


country). It will be seen from Table V that, like many of the under- © 
developed countries, the South is most highly specialised in the textile | 
industry, followed closely by industries processing local raw materials, 
E 


J 


especially lumber, tobacco and petroleum; furthermore, development has 


1 Op. cit., Table III. The index of concentration declined from 73-9 in 1899 to 67:8 in 1929, 


the limits of the index being from 50 to 100. This index is the percentage ratio of the population 


living outside the States (ranked in order of the density of the industrial population) in which 50% | 


of all industrial employees are found, to the total population of the United States. Thus the lowest | 


index of concentration—50—implies that 50% of all industrial employees are found in states con- | 
taining 50% of the total population of the United States; while the highest concentration theoretic: 7 


ally obtainable is given by an index of 100, which implies that 50% of all industrial employees work © 
in an area with zero population. , 
? Richard A. Easterlin, op. cit. 
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TABLE V 
Distribution of Manufacturing Industries in the Southern States * in 1947 











Industry group. | Specialisation ratio.t 
Textile mill products . . . . . «| 3-13 
Lumber and products (excluding furniture) | 3-09 
Tobacco manufactures . : ; | 2-93 
Petroleum and,coal products . 2-03 
Furniture and fixtures 1-36 


Chemicals and allied products. : ‘ ; : 1-32 
Food and kindred products ‘ F ; ot 
Paper and allied products ’ . . é of 
Stone, clay and glass products ‘ _ - | 
Apparel and related products . 
Printing and publishing industries ‘ . | 
Primary metal industries : . ‘ : a | 

| 


So 
uo 


Rubber products . 

Transportation equipment 

Fabricated metal products 

Leather and leather products . 

Machinery (excluding electrical) 

Miscellaneous manufactures 

Instruments and related a—1 ; o | 

Electrical machinery . ‘ ‘ , | 
| 
| 


=Soo000009999090~ 
NINO WOWOW DOO 
SSERSSSsssZ[sSss 


Total all manufactures . 





* Alabama, Arkansas, Florida, Georgia, Louisiana, Mississippi, North Carolina, Oklahoma, 
South Carolina, Tennessee, Texas. 

+ Ratio of the share of the Southern states in the total number of production workers in each 
industry for the country as a whole, to the share of the Southern states in the total number of 
production workers in all manufacturing industries for the country as a whole. 


Source: Based on a special tabulation prepared by the United States Bureau of the Census for 
the Bureau of Business Research, University of Alabama, as cited in H. H. Chapman and associates, 
The Iron and Steel Industries of the South (University of Alabama Press, 1953). 


been largely in the early stages of processing. The South has far less than 
its fair share of industries producing finished goods, especially metal products, 
machinery and transport equipment—even if the term “fair share”’ is 
restricted to mean the same share as of manufacturing as a whole. The 
special structure of production characteristic of the South is further reflected 
in the following data on the distribution of employment in manufacturing 
in 1947: 





Employment in selected industries 
as per cent of total employment in 
manufacturing. 





| Southern states. | United States. 








Textile, lumber and tobacco products. 48-1 15-5 
Primary and fabricated metal products, machinery, trans- 
portation equipment and instruments . : - 133 41-0 








Source: As for Table V. 


It therefore seems to be an over-simplification to suggest, as Uri does, 
that United States experience reveals decentralisation as the highest form of 
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economic development. It is at least conceivable that had the South been 
able to limit imports of capital goods from the North, the low-income 
agricultural economy of the South would have yielded to industrial develop- 
ment much more than it in fact has, the industrial structure of the South 
would: to-day be much less unbalanced, and the South would have, under 
its own control,! more of the industrial and other facilities essential to pro- 
mote cumulative growth and a more rapid narrowing of the fer capita income 
gap between South and North. What is surely remarkable about the gap is 
not that it was reduced from 1880 to 1950, but that it has lasted so long in 
the face of the competitive forces prevailing in the most dynamic economy 
in the Western World. 

The above discussion relates to the long-term trend towards converging 
per capita incomes in the United States from 1880 to 1950. There is, however, 
strong reason to doubt whether this particular trend can be automatically 
projected into the future—still less used as an example to illustrate the 
probable consequences of economic integration in other countries. Refer- 
ence to Table III will show that there was no reduction of regional per capita 
income differentials in the United States from 1920 to 1940. Since the 
Second World War, likewise, there has been little further narrowing of such 
differentials despite the rapid growth of the United States economy.? One 
factor helping to offset whatever tendencies to further convergence there 
may have been in recent years was the decline in prices received by farmers 
for crops produced in terms of prices paid by them for goods and services 
used—from 115 in 1947 to 84 in 1955 (1910-14 = 100). 

This, however, is only a contributing factor in explaining post-war 
developments, since private non-farm income differentials have not narrowed 
very much either. The main reason for this follows from what was said 
above regarding the industrial structure of the South. The industries of 
principal importance in the South are those which, on the whole, have shown 
‘much smaller rates of expansion in the post-war period than the metal-using 
industries found mainly in the high-income areas. Increases in factory 


1 See, for example, H. H. Chapman and associates, The Iron and Steel Industries of the South 
(University of Alabama Press, 1953). In evaluating the slow development of iron and steel in- 
dustries in the South, the conclusion is reached, inter alia, that: ‘‘ The ownership of the largest 
units in the South by corporations whose operations are on a national or international scale removes 
most of the important decisions from the South and tends to place regional interests in a decidedly 
subordinate position ”’ (p. 371). The evidence also suggests that the basing-point pricing policies 
of companies has tended to perpetuate the concentration of the iron and steel industry in existing 
centres, and has retarded growth in less-developed areas (p. 384); and that: ‘‘ The record of prices 
of steel in Birmingham (Alabama) and of price differentials, when compared with other steel 
centers, is scarcely one that corresponds with what would be expected if pricing had been done with 
the interests of steel production in Birmingham as a central consideration. The evidence that 
could be assembled in this study indicates that Birmingham has been a relatively low-cost pro- 
ducer.... Yet prices of steel until 1938 were held above Pittsburgh and have never been permitted 
to fall below the base prices of other competing markets ” (p. 388). 

2 The coefficient of variation of per capita personal incomes among the eight regions of the 
United States specified in Table VI below was 20-5 in 1947 and 19-0 in 1955. 
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n pay-rolls in the South-east from 1948 to 1955 surpassed the country-wide 


| average in seventeen of the twenty-one principal manufacturing industries, 
- | and matched it in two others. Yet total factory pay-rolls in manufacturing 
h | asa whole increased only a little more than the average for the whole 
| country between these years, because of the unfavourable industrial struc- 
)- ture! Similar considerations appear to hold outside the manufacturing 
e sector; they may also help to account for the stability in regional income 
is differentials from 1920 to 1940. 
n ! In conclusion, it seems doubtful whether regional per capita income 
y differences are now any smaller in the United States, with its vast integrated 
economy, than in western Europe, with its patchwork of independent states. : 
g | The data in Table VI are suggestive in this respect. They show the dis- 
r, | persion of per capita personal incomes among the eight major regions into 


ly which the United States is divided by the Department of Commerce for the 


re | TasLe VI 
la | Variation in Income and Product in the United States and Western Europe in 1955 
le Ff United States: 
h § Coefficient of variation of per capita personal income, in current dollars, among eight 
1e regions* . : ; ; : : > . ; : . ° - 19:0 ‘ 
re | Western Europe: 
rs Coefficient of variation of per capita gross national product in current dollars, among eight 

i countries,t based on purchasing power parities: 
” At United States relative price weights— 

All eight countries . . . . ‘ ‘ ; ‘ ; : - 191 

ar Excluding Italy 6-0 
-d At European relative price weights— 
id All eight countries , ‘ ‘ ; > " i . ; ; - 23-4 

i" Excluding Italy . : ‘ , ‘ ‘ : ; ; ‘ . . 


* New England, Mid-east, Great Lakes, Plains, South-east, South-west, Rocky Mountain, Far 


bs West, as defined in Personal Income by States since 1929. 
ig § + Belgium, Denmark, France, western Germany, Italy, Netherlands, Norway, United Kingdom. 
ry | Source: United States Department of Commerce, Personal Income by States since 1929; Milton 
_ Gilbert and associates, Comparative National Products and Price Levels, Table 2; O.E.E.C., General 
ith ' Statistical Bulletin, January 1958. 
i 


est |} purposes of its regional income estimates. This is compared with the 





ly dispersion of per capita gross national product among eight of the major 
no European countries as calculated on the basis of purchasing-power parities 
ng by Milton Gilbert and associates. The meaning of this comparison should 
-, obviously not be pushed too far. It is nevertheless striking that the co- 
“ | efficient of variation of per capita personal income or gross product was of a 
at similar general order of magnitude in the two areas; and that excluding 
rO- 
ed 1 See U.S. Department of Commerce, Personal Income by States Since 1929 (Washington, D.C., 
1956), p.21. The term “‘ South-east ” is defined in this publication to include Alabama, Arkansas, 
he Florida, Georgia, Kentucky, Louisiana, Mississippi, North Carolina, South Carolina, Tennessee, 


Virginia, West Virginia. 
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Italy the coefficient was markedly lower in western Europe. Extrapolation 
of the data? suggests that immediately before the Second World War 
regional per capita income differentials were actually greater in the United 
States than among the European countries listed, whether including or 
excluding Italy. Thus a unified market has apparently not induced any 
greater uniformity in the American economy than prevails in western 
Europe. This surprising result should in itself give pause to those who 
believe that the forces set up by economic integration are necessarily all- 
pervasive in their impact. 

It does not follow from the foregoing discussion that arguments for 
economic integration are necessarily without merit, although a much heavier 
burden of proof lies upon the supporters of such arguments than has been 
assumed by them hitherto. What follows is that whatever benefits economic 
integration may bring under favourable conditions are neither as automatic 
nor as prompt as they are often held to be, if American experience is our 
guide; and that the American example cannot be held to rule out the 
danger of economic polarisation in an integrated Western Europe. 

S. DELL 
New York. 


1 Using volume indices of per capita gross national product for the eight European countries. 
For the United States pre-war data on state personal income are available directly. 
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THE WHITE-COLLAR PAY STRUCTURE IN BRITAIN 


Tue salary tree in Britain in the 1950s is shown in Table I. ‘The base 
of the tree is the average earnings of male operatives, taken as 100. The 
average for skilled operatives would be around 110 and that for unskilled 
85 to 90. Clerks’ rates compare badly with these. A skilled male clerk, 
in the Office Management Association’s Grade E, was likely in 1956 to 
have a coefficient of only about 100; his pay was thus equivalent to that, 
not of the skilled operative, but of the average or semi-skilled. Differentials 
between skilled and unskilled seem also to be wider in the office than in 





TaB.e I 
The Salary Tree (Males) Great Britain, 1950s 
Unskilled (85-90) Unskilled clerk (70) 
—_———— Average male-—————— Skilled clerk (100) 
industrial worker = 
| 
| 
Skilled (110) SOO == 
C.£2-5 
Supervisor (130-150) Foreman, supervisor, sergeant (Army). 


f Superintendent,  station-master, lieutenant, 

To 200, teacher, ship’s officer, ward sister, welfare 

lower management } worker. Farmer (100+ acres) marginal to 
| this and next category. 


| 


Department manager, colliery manager, prin- 
cipal (Civil Service), major or It.-col., head- 


To 400, : pers 
: master and other senior teachers, university 
ae eg lecturer, most industrial or public service 
citi soke 400-500) medical officers and hospital registrars. 
Jons, General practitioners marginal to this and 
next category. 
To 1,000, manager: medical consultants and about 


half of general practitioners: under-secretary 
(Civil Service) (asst. sec. marginal): area 
and higher managers, Coal Board and other 


scnior management 
(ceiling, public 


L 
| 
Managing director, senior dept. or division 
service ¢. 1,000— 


1,200) nationalised industries: professor: colonel, 
| general. 
} 
To 2,000+ 
ceiling, private 
industry 


the works. The least-skilled grade of adult clerk had in 1956 a coefficient 
of only about 70, 30% below the fully skilled. This put his income clearly 
below that of the unskilled labourer. 

Supervisors, the next grade up, come in all shapes and sizes. One may 
be little more than an operative, another in effect a manager. Let us take 
as the standard what the National Institute of Industrial Psychology calls 
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the ‘‘ Level B”’ supervisor, who in industry might be a foreman with 25-50 
men and one or two assistants or charge-hands (levels C and D) under 
him. This man, or his opposite number in an office, is likely to have a 
coefficient of 130-150. The office supervisor’s coefficient, compared to his 
own subordinates, is often higher than this. But since his subordinates 
earn less than their industrial opposite numbers, his coefficient compared 
to an average operative is not quite so impressive. 

Lower management grades—su >erintendents, station-masters, army 
lieutenants, teachers—are likely to have coefficients in the range 100-200. 
Medium farmers, with, say, 100-200 acres, tend to fall on the margin 
between this group and the next above. Middle management grades, such 
as department or colliery manager or Civil Service principal, are usually 





in the range from 200 to 400. General practitioners are marginal to this | 


group and the next. Senior managers or technicians or public servants— 
consultants, under-secretaries, managing directors, plus some other senior 


managers in large firms—are likely to have coefficients up to about 1,000. | 


The ceiling for top jobs in private industry may go up to 2,000—3,000, or 
in a very few cases even more. That for the public services is usually 


around 1,000—1,200, with a few posts, such as chairman of a major nation- | 


alised board, at. up to 1,500-1,600. For trade-union jobs the ceiling is 
usually around 400-500, the top of the middle management level; though 
one or two unions (they are not the biggest or best known) pay rather 


more. Besides these differences in direct pay, there are important differen- | 


tials in fringe benefits; but of these, more in a moment. 


a ees 


At all levels there is a considerable spread according to region, industry, | 


size of firm and sex. White-collar staff employed by large nation-wide 


organisations, public or private, are commonly paid 5-10% less in the 


provinces than in London. For clerks as a whole, whether paid on national — 
scales or on local rates, the gap for similar grades between pay in the best- | 


paid and worst-paid regions goes up to 25-30%. Similar grades of clerk 
or manager may also average 25-50% less in the worst-paid industries 
than in the best. The difference between small and large firms is difficult 


to put into figures for white-collar staff; but for manual workers it seems 





that small firms not uncommonly pay 10-20% less than large for workers © 


of apparently similar grade. Sex differentials are in the process of being 


abolished in the public services, and in the professions they have always | 


been limited, though there are exceptions: women personnel managers, 
for example, were averaging in 1956 20-40% less than their male colleagues 


in the same grade. But in clerical work in private industry and commerce } 


the sex differential remains substantial. Job for job, women clerks in 1956 
averaged 20-25% less pay than men. 

Age is, of course, an important factor in the earnings of white-collar 
workers. But it is less significant as a factor in earnings within any par- 
ticular white-collar grade than it is for manual workers. Manual workers 
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commonly reach their final grade early, rise to a peak of earnings within 
it, and then earn less towards retiring age. For unskilled labourers the 
peak seems to be around age 30, and the drop in earnings from then to 
age 55-64 averages 15-20%. For skilled men the peak is often around 
age 40 and the drop much smaller, say 10-15%. A similar pattern is 
found in some of the independent professions. General practitioners’ 
earnings before nationalisation, for example, showed a drop of 10-15% 
from the age-peak to age 55-64 in both urban and rural areas, though 
curiously enough not in “‘ mixed” areas. American data suggest that 
the same is probably true of lawyers. But white-collar employees, once 
they have reached a given grade, do not normally drop back in earnings 
within it. Nor do they drop back into a lower grade, at least until they 
reach the end of their careers. At that point they may retire and be 
re-employed at a lower level. The proportion of male clerks in trade and 
industry who are in the two least-skilled grades of the Office Management 
Association’s classification is only 2% at age 35-44, but 16% at 65 plus. 
White-collar employees usually, of course, take much longer than manual 
workers or independent professional men to reach their final grade. Male 
clerks, for example, seem most often to reach it about age 35-44. 


THE TREND OF WHITE-COLLAR DIFFERENTIALS 


White-collar differentials were squeezed sharply between 1938 and 1948, 
during and immediately after the Second World War. Before 1914 an 
average clerk earned as much as a skilled manual worker, and in some 
sectors, such as the banks, much more. Figures for Liverpool and London 
in 1929-30 show that this was still true at that time. But by the end of 
the Second World War clerks had slipped a long way, and the present rule 
that a skilled male clerk equates with a semi-skilled operative was well 
established by the 1950s. Supervisors’ margins over those they supervise 
seem to have been cut in the Army—though comparisons here are tricky 
because of the changing pattern of allowances—and the Civil Service by 
about one-third between 1938 and the late forties. There are no similar 
comparative figures for industry. But it is known that by 1948-50 some 
13% of industrial supervisors were earning less than the top-paid employees 
under them. The data on which this figure is based do not include certain 
occupations, such as face-work in coal-mining or some departments in iron 
and steel, where ii is in any case a tradition that supervisors should earn 
no more than piece-workers, and often much less. 

Top managers’ ceilings have also come down, at least where figures 
are available. A Permanent Secretary in the Civil Service earned 17 
times as much as an average manual worker in 1938, but only 94 times 
in 1956. The army General’s coefficient—he is assumed to be married— 
came down from 1,620 in 1938 to 790 in 1958. A number of services have 
also been transferred from the high-ceilinged private sector to the much 
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lower ceilings on the public side, producing some interesting problems 
on the way. Some typical cases, and the way they were solved, include: 


a —— inn 


(a2) The owner of a small road transport fleet was making around | 
£5,000 a year before nationalisation. He was bought out and com- 
pensated as owner, and afterwards re-engaged by British Road Services 
at £1,600 a year. 

(6) The National Coal Board inhcrited a number of executives at 
rates up to and over £10,000 a year, whereas its own ceiling even for 
Board members (except the Chairman) was at first £5,000. ‘Some 
were dismissed, if necessary with compensation, others were given 
personal rates up to £7,500; but these were then kept frozen while 
inflation pushed the rest of the salary scale up. : 

(c) The National Health Service initially paid consultants, who : 
had been carning very high incomes in private practice, at rates that ; 

C 
I 
I 


a —a Th ee 


equated all of them to higher management and some to members of 
nationalised Boards. But these rates, too, were then blocked. From | 
1948 to 1955 consultants received only a 124% increase, whereas | 


operatives’ earnings rose in the same period by 60%. 


"(To * * 








The squeeze on management salaries in general is illustrated by the 
following table: Bi 
0 
Increase 1938-53, %. t 
; i 
Male operatives’ earnings 172 , 
( 


| 

| 

Typical salariesiat— | | 
Middle management level. ; " : | 100 a 

“f 





Higher management level 80 

Consumer prices ° 140 
: v 
Based on estimates by R. G. D. Allen, quoted in Cmd. 9613, 1955, p. 216. 9 
Even before any allowance for direct tax, most middle and higher manage- _— 
ment salaries represented not merely less relative but even less real purchasing _—f 
power in 1953 than in 1938. A 
There has been a tendency for white-collar occupations to slide down, h 
so to speak, en bloc, maintaining their own internal differentials much more _h 


effectively than their differential compared to manual workers. Ratios 1 
between the pay of unmarried officers in the Army in 1958 were almost — 
identical with those of 1938, and those between married officers had ‘ 
narrowed much less tfran the ratio between officers’ pay and industrial | 
operatives’ earnings. Internal differentials in the Civil Service are also, | 
since 1956, very close to those of 1938. The same tendency is noticeable F 
in teaching. University lecturers’ and assistant lecturers’ rates, for example, te 
bore much the same relation to professors’ in 1957 as in 1921. e 

There has been at least one important offset to the squeeze on manage- | 
ment salaries. This is the speeding up of promotion, thanks to the expand- © 
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ing opportunities in some white-collar occupations. So, for instance, 
Under-Secretaries whose Civil Service career began just before the First 
World War took on the average twenty-seven years to reach that rank, 
whereas those who entered in the period before the Second World War 
reached it in only sixteen. ‘There has been a similar speed-up of promotion 
in banks. For industry generally there are no comparative figures. But 
it can certainly be said that in recent years rapid promotion has been 
possible. A survey by G. H. Copeman shows that salary increases of around 
20% a year over a period of years have recently been nothing out of the 
ordinary for managers who are on the way to the top. 

But as against this there have been a number of factors aggravating the 
squeeze on white-collar margins. The sex differential has been closing in 
a way that affects particularly the standard of living of the male white- 
collar worker. Male operatives have retained most of their sex differential. 
Women operatives were earning 47-48% as much as men in British in- 
dustry in 1935-38, and 52% in 1956-57: the gap had narrowed somewhat, 
but remained very wide. In white-collar jobs, on the other hand, women 
have gained a great deal of ground. Women clerks in private trade and 
industry seem to have been averaging 65-70% of men’s earnings, grade for 
grade, in 1938, but 75-80% in 1956. One result is that women’s earnings 
in clerical work to-day compare much more favourably with those of their 
opposite numbers in industry than do those of male clerks. And in teaching, 
the Civil Service, and other public services a pre-war differential of 15-25% 
is due by 1961 to be wiped out altogether. This squeeze on the sex dif- 
ferential has not so far been compensated by an expansion of family allow- 
ances, at any rate on the scale now common in other European countries. 

The cost of living, also, moved against the higher-paid white-collar 
workers during and after the Second World War. From 1938 to 1949 con- 
sumer prices seem to have risen about 10-15% more for families with in- 
comes in 1938 around £700 a year than for those with incomes around 
£200, which was then near the average for working-class families where 
the father was fully employed. The price of directly charged public services 
has also been manipulated so as to fall more heavily on the middle and 
higher management group. A family at the top of the ‘‘ middle manage- 
ment ’’ range of income (say £2,000 a year in 1953) would have paid about 
3% income tax on the corresponding income in 1913-14, 14% in 1938-39 
and 28% in 1953. The “ corresponding ’’ income is taken here to mean, 
not an income of the same purchasing power bef@re direct tax, but the 
income earned by a manager at the same distance up or down the hierarchy 
of jobs. 

In respect of fringe benefits, also, the balance has been tilted against 
the white-collar worker, though as yet by no means violently. One tradi- 
tional advantage of white-collar workers which has diminished less than 
might be thought lies in their opportunity to place their children in good 
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jobs. Itis no longer, it is true, as great an advantage as it was to be “‘ spoken 
for’’ to an employer by some reputable wearer of a white collar. Banks 
recruit more on personal merit and less on the weight of recommendations, 
In a North Wales steel works the proportion of managers and staff ‘‘ spoken | 
for’? was 54% for those entering before 1925, but only 30% in 1947-54; 
though even this latter figure is impressively high. Also the road to the 
top in education is more open. The correlation between high I.Q. and 
grammar school admission is far higher than before the Education Act of 
1944. But the parent’s white collar nevertheless still correlates rather 
closely with the child’s prospect of a career. Children from high-earning 
families are more likely, whether through inheritance or home background, 
to develop high I.Q., and so to get the best educational opportunity. The 
highest 5% of earners, in one recent national sample, turned out to have 
43% of the children with very high I.Q. When a boy or girl gets into a 
grammar school it is the white-collar parent who is likely to push his studies 
along. 


Grammar Schools, England and Wales: Intake of 1946: 
Percentage of Pupils Remaining Till the Sixth Form 








Father’s job. | Boys. | Girls. 
Professional, managerial . , , ; : 47 ‘ 
Clerk . “ ‘ ; : ; : : 31 
Manual: 
Skilled , ‘ ; ; ; : ; 23 18 
Semi-skilled . s ‘ ; : : 13 7 
| 6 


Unskilled . A ‘ P ; ; 7 





Ministry of Education, Early Leaving, 1954, p. 38. 


If there is a question of paying for education, the clerk, so the Ministry | 
of Labour found in its cost-of-living inquiry in 1953-54, is likely, income for 7 
income, to. be more willing to do so than the manual worker. And so the : 
circle closes again. The demand for educational qualifications is rising— t 
education is more and more the way to the top;! and it is the white-collar | 
worker who is most likely to see that his children, ability for ability, get the i 
education required. There is also some American evidence, which it would © 
be interesting to check for Britain, that a white-collar background leads | t 
to more push and dynamism—individualism, if you like—in building up | d 
a career. Pl 
In other fields also white-collar workers retain important fringe advan- Ft 
tages. They have more chance than manual workers of a pension or sick | © 
pay: both, that is, more chance of getting something, and a good chance, | I 
if they do get something, of getting more. They sometimes—usually in 
higher grades—have longer holidays. They usually, except in the very § 
top jobs, where work pursues the Managing Director or Permanent Secre- f 


2 See below, p. 65. 
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tary home, work much shorter hours. In recent years clerks have com- 
monly worked about forty hours a week, more or less, whereas industrial 
workers have been averaging forty-seven to forty-nine. 

But in recent years, though both white-collar workers and operatives 
have gained more fringe benefits, and the white-collar group have retained 


Employers’ Contributions to Fringe Benefits, Unweighted Average of Seven 
Industries,* United Kingdom, 1955 














Contribution as percentage of 
total cash remuneration. 

Staff. | Operatives. 
State insurance . 2:1 2:7 
Pensions . 75 0-9 
Accidents ‘ ‘ ‘ : ‘ 0-0 0-3 
Sick pay and “‘ other social security ”’ + 1-1 0-2 
Holidays . : : : ‘ : 7:3 6-2 

18-0 10-3 











Ministry of Labour Gazette, August 1957. 


* Tron and steel, shipbuilding, machine tools, cotton, shoes, coal-mining. 

+ Includes family allowances and similar payments, severance pay, etc. But the main pay- 
ment in this class is sick pay, or contributions to sickness insurance. Payments for medical services, 
canteen, etc., cannot be subdivided between staff and operatives. 


many advantages, it is operatives who have gained most. The contrast 
between office and works is less absolute than it was. The senior clerk 
may still get three weeks’ paid holiday where the operative gets two. 
But twenty years ago the operative very often got none at all. The clerk 
is more likely to get a pension—apart from the State pension—when he 
retires. But the operative is catching up on him: by 1957 half the adult 
male work force was covered by industrial pension schemes, and about 
2-2}% more of the total work force, largely manual, were being brought 
under similar schemes each year. The clerk still has a better chance of 
getting sick pay, and more of it; but the operative has an increasing chance 
of getting at least some. Higher management perquisites may also well 
have diminished in the last couple of generations: the chance, for example, 
to do business for oneself on the side. This is a sticky subject, on which 
data are scattered and subjective. But it would seem that on a long view 
these perquisites have at least not increased, either absolutely or relatively 
to other fringe benefits, and may have grown smaller; though there has 
certainly been some tendency, held in check more or less effectively by the 
Inland Revenue, for them to come up again since the Second World War. 


WILL THE SQUEEZE Go ON? 


By 1950 the squeeze on white-collar salaries was coming to an end. 
Since 1948-49, clerks’ rates, have increased as fast as rates for operatives, 
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and not much slower than operatives’ earnings. Trends in management 
salaries have been confused, but by the 1950s some firms at least were not 
merely stabilising differentials but widening them, though not usually very 
far. In 1953-55 the Royal Commission on the Civil Service was impressed 
enough with this trend to recommend that Civil Service differentials, too, 
should be widened, as was in fact done in 1956. But there has been no 
general drive to widen differentials back to their level of 1939. How comes 
it that the very sharp reduction of middle-class relative to working-class 
living standards during and just after the War—often, as has been shown, 
the absolute reduction as well—has so easily been rendered permanent? 
And is the squeeze likely presently to begin again? 

In answering these questions, the central consideration is that the 
market for white-collar labour in Britain is precisely that—a market, ruled 
by the ordinary laws of a market. It is not a perfect market. There is, 
as always in labour markets, a certain looseness in it, a margin of indeter- 
minacy within which rates have to be settled by executive decision. Com- 
parisons tend to be closest in ‘‘ clusters ’’ such as that formed by the rates 
for a given grade of work within a single firm, and rather loose within the 
** contour ’’ made up py rates for the same grade in the many firms of a 
given industry or region. Regional differentials within one firm, for in- 
stance, are as has been said usually confined within a range of 5-10%, but 
the spread between regional averages in an industry containing many 
firms may range up to 25-30%. But though industry-wide or regional salary 
contours may be loose, they do exist. The British Employers’ Confedera- 
tion has expressed scepticism about comparisons between jobs above the 
clerical level, unless within unified and standardised organisations, such as 
individual firms or the public services. Yet in fact such comparisons are 
continually made, and more and more closely as time goeson. The Office 
Management Association’s biennial survey of clerical salaries reaches only 
as high as the supervisor or senior clerk. But since 1956 the Civil Service 
Pay Research Unit has set manfully though cautiously about assembling 
from firms and organisations outside the Service the data on duties and pay, 
even for technical and managerial posts, needed to apply the principle of 
** fair comparison ’’ on which Civil Service saJaries are based. Professional 
bodies, such as the Institute of Personnel Managers or the Royal Institute 
of Chemistry, have surveyed and compared their members’ pay up and down 
the country. The British Institute of Management keeps a comparative 
record of top salaries. Definite career patterns and associated salary levels 
reveal themselves for managers of different speciality and who enter 
industry in different ways. 

For a labour market to work effectively, it is not necessary to compare 
every job in it directly with every other. Comparison usually focuses on 
a limited number of key jobs, round which others cluster. To-day enough 
key white-collar jobs are being compared to ensure that there does exist, 
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over a wide range of higher as well as lower-paid occupations, a true market 
rate for the job. And this rate is based—subject always to the margin of 
indetermindacy—on the one hand on the supply of people able and willing 
to do work of a given grade at a given price, and on the other, on the readi- 
ness of employers to buy at a given price the services of given numbers 
of these applicants. Supply and demand do not work only through labour 
mobility. Dumb disaffection, as the Royal Commission on the Civil 
Service pointed out, can also be a very compelling force. But whatever 
the way in which they take effect, it is in the end supply and demand that 
fix the main framework of white-collar rates. 

Will, then, the conditions of supply and demand shift in future so as 
to cut the white-collar worker’s relative pay still further or perhaps to raise 
it? And how comes it that the readiness of white-collar workers to supply 
their services for a lower relative and, often, absolute return has increased 
so sharply since 1938? Will it increase still farther? The main considera- 
tions would seem to be as follows: 

First, there is what I shall call the Wootton effect. In Social Foundations 
of Wages Policy, Barbara Wootton argues that there is a reserve price on 
white-collar labour. Let the number of individuals willing and able to 
teach history in universities for a pittance be as great as you will. If it 
be socially accepted that a lecturer should be paid, at his minimum, not 
less than 40-50% above an industrial worker—roughly his present margin 
—then the university teachers and their white-collar allies will see to it 
directly or indirectly, by acting on demand or on training facilities, that 
the number of people actually taking up history lectureships is limited to 
what those who finance the universities are willing to pay for at that rate. 
Exactly this policy of setting a reserve price and adjusting supply to it is, 
of course, also traditional in skilled manual crafts. But Mrs. Wootton does 
not’merely point out (as it was hardly necessary for her to do) that reserve 
prices exist. She also argues that these prices can be beaten down, so that 
the price at which labour of a given quality is forthcoming is reduced. 
And just this has, in fact, happened since 1938. 

Initially, it happened because during and just after the War people, 
including those in white collars, agreed that current consumption must be 
cut in the interests of war and recovery, and that the cuts should fall chiefly 
on those with most to spare. But why were the initial cuts accepted so 
much more easily by low-paid clerks than by similarly paid manual workers? 
And why was the reserve price of higher as well as lower-qualified white- 
collar labour not restored to its old figure after 1948 or 1949? There would 
seem to be four main answers: 


(1) The cut in white-collar incomes has been felt less keenly than 
might be thought, because for many families it has affected the standard 
of living much less than cash purchasing power. One reason for this 
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is the domestic revolution of the last generation: the spread of mechan- 
isation and rationalisation in the home. The other is the growth of 
certain fringe benefits, such as the National Health Service or the 
improved educational system after 1944, which have helped white- 
collar as well as manual workers’ families. 

(2) The contour of comparison for white-collar rates of pay seems 
till recently to have included other white-collar jobs, but not—or 
rather not so directly—manual jobs. It has often been possible to 
maintain differentials between white-collar jobs even when those be- 
tween white-collar and manual jobs were closing. The closing of this 
latter differential, or even its reversal in the case of clerks, has thus — 
caused less alarm than might have been thought. It is also made 
easier to explain. The contour of comparison for manual jobs includes 
many jobs, for instance, in engineering, where, thanks to devices such 
as payment by results or merit rating, earnings rise rather easily even 
when the advance of wage-rates is restrained. The wage-drift in 
these occupations levers up, in the end, pay in other more static jobs. 
But the white-collar contour contains rather few jobs where a wage- 
drift of this kind is so easy. The upward pressure on manual rates 
could therefore have been felt as strongly on the white-collar side only 
if the white-collar contour had been extended to include manual jobs; 
and, till recently, it was not. 

(3) Thanks to the late peak of earnings in a white-collar career, 
substantial numbers of younger white-collar workers have seen their 
personal standard of living maintained or improved over many years 
through promotion increments, even at a time when the income | 
associated with any one white-collar grade was falling, relatively or — 
absolutely; and of course, even though the promotion increments 
themselves have added less to their recipients’ relative or absolute in- 
come than they would have done had the general fall not taken place. 
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By the time this younger generation’s personal income curves had f 


flattened out, they had become accustomed to the new and lower level 
of payment for each grade. 

(4) The war and post-war emergency was prolonged enough for | 
many even of those who did not benefit from promotion increments 
to get used to a lower standard of living, relative or absolute. 


Will this Woottonian tour de force repeat itself, and the relative or absolute 
standard expected by the white-collar workers be reduced still further? 
I doubt it, if events are left to themselves. It might be made to repeat 
itself, as Mrs. Wootton herself proposes in Social Foundations, but even that 
will not be done without a hard struggle. For, first, the four reasons just 
enumerated did not cause the initial squeeze on white-collar margins: they | 
merely assisted it and prevented it from being reversed. The cause was an | 
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acute national emergency, in the face of which people were prepared to 
curtail their consumption, voluntarily as well as statutorily, or to forgo 
increases of income, in a way not normally to be expected in face of the 
less-compelling problems of (if this is the right word) peace. And secondly, 
at least two of the four reasons are in any case likely to act much less power- 
fully in favour of a squeeze on white-collar margins in future than in the 
past. The contour of comparison in salary negotiations does to-day more 
and more often include manual wage-rates and earnings. And, though 
the domestic revolution still has plenty of scope for development—as anyone 
who knows the slums and ancient monuments of the English middle-class 
home will agree—I doubt if its implications as between this generation and 
the next will be as revolutionary as they have been between the last genera- 
tion and the present. That, at any rate, is the impression I get from study- 
ing the shape of things to come in American kitchens and stores. 

We may then expect white-collar employees to fight harder than in the 
forties at least to maintain the margins they have now. And in this fight 
they are likely to be helped by the rising demand for at any rate the higher- 
qualified among them. In the 1870s there were five manual workers in 
Britain for every one in the white-collar group; to-day there are only two. 
And whereas a century ago two-thirds of the white-collar workers belonged 
to the “‘ old”’ or independent middle class of farmers, small employers or 
professional men, to-day upwards of three-quarters are employees. The 
ratio of staff to operatives in British industry was 8-6% in 1907 and 20-:0% 
in 1948. 

This expansion of the white-collar occupations has consisted largely of 
a wave of clerks, and notably of women clerks and typists, entailing among 
other things a revolution in the. meaning of women’s work. In 1881 there 
were seven women factory workers, domestic servants or other operatives 
for every woman in a white-collar job. To-day the ratio is about evens: 
1:1. It remains to be seen whether this vast growth in the demand for 
clerks will continue. Mechanisation and automation have already made 
a big dent in the demand for routine clerical work. But about the demand 
for higher-qualified managers or technologists there is no such doubt. It 
is rising, and will go on doing so. Modern process firms typically employ, 
size for size, twice or three times as many managerial and supervisory 
staff as firms engaged in small batch or unique-article production. This 
increasing number of managers is increasingly expected to have high 
qualifications. Among managers in a recent sample of large British private 


firms : 





The percentage 


Of those reaching the age of 21 in: of graduates was: 
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The Committee on Scientific Man-power suggested in 1956 that, whereas 





in a progressive modern economy the total man-power employed of course 
increases less rapidly than output—it is in this that progress consists—the 
ratio between the increase in output and the increase in the employment 
of scientists and engineers may well be |: 1. 

But, if demand is rising—at least for the more highly-qualified—so also 
is supply. It has long been predicted, and has finally come to pass, that 
the spread of education would increase the supply of clerks, till their rates 
could (not necessarily would—that depends on the reserve price that clerks 
enforce) fall below those of manual workers. But the higher-qualified 
groups are affected as well. The universities are expected by the 1960s 
to be graduating three times as many students as in 1938. A recent estimate 
suggests, on the basis of current trends, that whereas in 1956 five students 
left school at fifteen for every one who stayed till seventeen or eighteen, by 
1965 this ratio may have fallen to 3:1. Ultimately, of course, the ex- 
pansion of supply must come up against the limit set by the quantity of 
inherited ability available in the country and hitherto unused. It is not 
at all clear where this limit lies, but two things can be said about it. First, | 
it may not be far off so far as first-class minds are concerned. The number : 
of university students in Britain increased by 60% from 1938 to the middle 
fifties, but the number of first-class degrees by only 25%. But secondly, : 
for less-high qualifications the limit of supply is as yet only dimly in sight. | 
Preventable wastage in the schools is still high. Of those boys and girls | 


in the grammar school intake of 1946—the intended sixth-form leavers of | 


1952-53—-whom their schools thought suitable for Advanced work, about 
one-third (boys) or two-fifths (girls) were withdrawn from school before 
reaching that stage. The Committee on Scientific Man-power commented | 
that: ‘‘ We do not doubt that enough talented boys and girls will be avail- 
able . . . to be trained at the rates which we recommend should be the | 
basis of national policy.” And there is a large unexploited reservoir of | 
those who missed their educational chance before 1944, and indeed after } 
that date, but could still be trained. Of the 25-30% of the children | 
aged 9-124 in England and Wales in 1932 whose intelligence was highest, 
three-fifths had no chance of full-time education beyond the elementary 
level. 

We are dealing here with global figures, and leaving out of account | 
such particular surpluses and bottlenecks, genuine or alleged, as may appear 
from time to time: as for instance, at the time of writing, a genuine shortage | 
of engineers and an alleged tendency to graduate too many doctors. But, 
taking the global figures as they stand, their meaning may be summed up 
as follows: 


(1) The white-collar groups are likely to fight much harder for 
their differentials in future—failing a war of other catastrophe—than 
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they did in 1938-48. A new “ Wootton effect ’’ might be produced, 
but only with great difficulty. 

(2) The chance of clerks rising above their present lowly relative 
status seems dim. The trend of supply—the ever-widening spread of 
education—is against them, and so may be, thanks to automation, the 
trend of demand. They can probably not hope for much more than 
to set on their labour a reserve price which will help them from slipping 
back farther in relation to manual workers. 

(3) For higher-qualified white-collar occupations no general con- 
clusion seems possible. Supply and demand are rising together, but 
not in a clearly predictable way. The one reasonably clear point is 
that first-class ability is likely to be, or rather remain, in short supply; 
very possibly even more so in future than in the past. This presumably, 
if it does not actually force pay ceilings up, will help to prevent them 
from falling further. Whatever the less highly qualified manager’s or 
scientist’s position on his own merits, he should at least be free from 
the fear of being crushed, as has happened in the last twenty years, 
beneath the descending ceilings of his betters. 


Lastly, a moral footnote. I have been talking of what has happened 
or might happen. But what about what ought to happen, or be made to 
happen, even at the cost of a struggle? I see no reason to object to the 
tendency for rising demand to push up differentials or for falling supply 
to lower them. If a given class of work becomes worth more or less, by 
all means let its relative pay vary accordingly. But what about the system 
of reserve pricing? Few would object if reserve pricing were simply an 
attempt to stabilise rates, to keep them from fluctuating around the trend 
set up by supply and demand. Nor is there any objection to the principle 
of the ‘‘ red-circle rate,”’ the guarantee to people already in a job that their 
personal rate will not be cut even if the rate for the job is lowered. But 
in fact reserve pricing goes well beyond this. It has commonly amounted, 
as Mrs. Wootton has correctly shown, to the creation of a true monopoly. 
The number of good jobs has been restricted so that it has been worth while 
for employers to pay far more than would have been necessary if each 
man’s and woman’s ability had been fully developed through education, 
and if each had been free to sell his abilities where he wished for what 
they would fetch. Ought we not to rise up in fury against this state of 
affairs and demand that differentials be squeezed and barriers cracked 
until justice prevails? 

I do not think we need to make such a great fuss about it. For, first, 
we are already since 1944 doing, imperfectly but with gathering success, 
the first and most important thing required to break the monopoly of good 
jobs. We have made a start towards throwing open the schools and the 
Universities—subject to the current axe that is slaughtering eligible matricu- 
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lands by the hundred: I write as a Dean whose hands are red with innocent 
blood—to all who have the necessary ability. And, secondly, the rising 
tide of demand for high abilities and high qualifications is already over- 
taking us. If the Education Act of 1944 and the various measures that 
are gradually following it had been in operation thirty years earlier, dif- 
ferentials to-day would certainly be lower than they are. But they were 
not. By the time, starting from now, that education has spread to its 
limits, or can reasonably be expected to do so, demand may well have 
risen so far that the whole of the newly educated can be absorbed at some- 
thing like the present differentials. The spread of differentials may be 
rather wider or rather narrower than now; just how they will come out 
is a matter for the astrologer, rather than the economist. But their present 
level could well be rather close to their ultimate and, by then, proper level. 

We might, by speeding up educational development and backing it with 
an attack on professional exclusiveness, cause a dip in differentials in the 
meantime. But I doubt whether it would be wise: educational advance 
cannot usefully be speeded beyond a certain iimit. And I am certain 
that it would not be worth the trouble. I do not deny that there may be 
good grounds for a special intervention in this profession or in that. But, 
in general, let us get on with the job of increasing supply and demand 
together, and leave differentials to look after themselves. On that basis, 
our consciences can rest in peace. 

MicHaEL P. FoGarty 
Cardiff. 
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THE AMBIGUOUS NOTION OF EFFICIENCY? 


THE measurement of efficiency is one of the frequent tasks of economists. 
The word “ efficiency ” is an everyday one, and we are most of us convinced 
that we know what it means. Often we do, especially when faced with a 
practical problem. But such problems, involving ideas of efficiency, are so 
many and so intimately related to each other, that it is easy to slip from one 
sense of the word to another, and so to confuse issues in the discussion. The 
purpose of this paper is to point out some of the contrasts between concepts; 
to show in what way different types of problem lead to different types of 
analysis and calculation, and in particular to introduce explicitly the prob- 
lem of the “‘ merging of scales (or ranks),” which is of great importance in 
this field. Since the range of problems is so large we cannot claim to do 
more than pick out a few important points of reference, which will exemplify 
the main points to be considered. Finally, we will show how some problems 
in the assessment of economic forecasting give rise to a similar range of ideas. 

We must suppose that we are to make a comparison of efficiency between 
two or more units. The comparison will be based in some way on the per- 
formance of these units. These units may be firms, or individual plants or 
workshops, or industries or whole economies, where it is appropriate to con- 
sider these as productive units. Economists may find themselves discussing 
any of these. 

As an example, to introduce the main ideas, suppose we are comparing 
mines, each with a similar labour force producing the same sort of coal with 
the same type and quantities of equipment. Then at the simplest level of 
efficiency analysis we can suppose that we are concerned with deciding 
where to produce coal, at mine A or at mine B. The answer would be, 
other things being equal, at the mine producing more coal. No allowance 
need be made in such a straightforward decision for the different difficulties 
with which those working the different mines have to cope, such as different 
depth of coal, or seam thickness, and so on. 

If, on the other hand, we were trying to judge, not whether or not to use 
a mine, but how well its management was doing its job, we might use very 
different criteria, and the result of the comparison might be very different. 
At one mine conditions may be simple, at another very tricky. We may 
feel, that though one manager achieves less output than another, both cope 
with their different problems equally well. Thus there are two different 
questions of efficiency, which though close, and both partly decided on the 
basis of the output of the mines, may have different answers with different 
practical implications. 


1 We wish to express our thanks to the Nuffield Foundation. Part of this work was done in a 
project which they sponsored. 
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sometimes called social efficiency. One aspect of the idea behind this term is 
that the resources of a society should be used to produce as “‘ large ” a bundle 
of output as possible. In the case of the mines the same amount of coal 


[MARCH | 





The first type of problem is related to the determination of what is | 


from either of the mines would equally satisfy the needs of society; so that | 


if there were a decision to be made on the basis of which mine makes better 
use of the community’s resources, ceteris paribus, the mine which produces 
more coal would be chosen. (The economist, in doing such calculations, is 
implicitly discussing the possibility of such a decision.) But equally a firm 
or other organisation may be interested in just such a decision, so a more 
general name seems desirable. We will call this type of efficiency question 
one of “ efficiency in present use ” or “ efficiency in use ” to emphasise that 
it is the productive unit itself that is being judged on its current output. On 
the other hand, comparisons of performance based on the very different 
criteria appropriate to judging management performance we will call com- 
parisons of managerial efficiency. The broad distinction between the two 
types is that managerial efficiency judges the management, but efficiency in 
use judges the plant. 

These two concepts of efficiency already illustrate some important 
characteristics of such problems. First, they are both concerned implicitly 
with decisions, or rather with providing material to assist in decisions, 





(Which plant to use? Which manager is better—with the choice implied by | 
such a statement?) Secondly, just because they are concerned with deci- | 


sions they are concerned with ranking the alternatives or putting them on a 


scale. Moreover, the rankings achieved may be different for the two cases. | 


We will return to this question of rankings later. But the single classification | 


~ 


of managerial efficiency itself covers a wide range of questions, each of | 


which can give rise to a different ranking. For each firm, in order to decide 
the difficulty of the task, it is necessary to specify the range of opportunity 
open to the manager. These ranges may vary from firm to firm, and thus 
make a considerable difference to the situation with which they have to cope. 


t 


For example, supposing one firm is operating at an unfavourable site; does | 
the analysis take this site as given, and make allowance for poor performance | 


because of its inconvenience, or does it allow the site itself to be a variable at 


the choice of the management, so that no allowance need be made? _ Clearly ig 
such questions depend partly on whether the analysis is of performance over | 


i 


the long or the short run. In the short run the analysis might take the site | 


as given, in the long run as supposed within their field of choice. We may 
define those factors which, in a particular analysis, are taken as not within 
the management’s field of choice as environmental. Each different environ- 
ment implies a different range of choice. 

The decision as to what is environment does not necessarily represent the 


choice as it is seen by the management of the firm. A management may be 
inefficient just because it does not see its full range of choices, or because its 
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attitudes preclude it from taking advantage of them. For example, a 
management may always have a short time horizon, and thus continually 
do things which, though right for the short-run, are wrong in the long run. 
Such possibilities show that in any analysis of this sort it is up to the investi- 
gator to give in detail what factors are being taken as environmental. 

With efficiency in use, problems of environment do not arise. But there 
is a further important difference between the measurement of efficiency in 
use and that of the various types of managerial efficiency, that we have just 
described. These can be summed up by saying that efficiency in use is a 
“ measured efficiency ” while managerial efficiency is usually only ordinal. 
The distinction can be made clearer by elaborating the example of the mines. 
Suppose there are three types of mines, mines of type A produce 4 units of 
output per week, mines of type B produce 2 units, and mines of type C pro- 
duce 1 unit, per week. All the inputs of the mines are either similar, or 
valued similarly. Then we could define the efficiency in use of mines of 
type A as 1, those of type B as 4 and those of type Cas}. We could also say 
that the relative efficiency (in use) of C compared with B was }, and was just 
the same as the relative efficiency of B compared with A. Moreover, these 
relative efficiencies obey the relation that 


Efficiency of C relative to A = Efficiency of C relative to B x 
Efficiency of B relative to A 


These relations are just those of a cardinal scale. (Indeed, if we worked 
in terms of the logarithms of efficiencies, the multiplication would be replaced 
by an addition, and the efficiencies would be points on a scale. A relative 
efficiency would be the distance from one point to another.) Moreover, 
such relative efficiencies and the relations between them are useful in the 
type of calculations which are actually made with efficiencies in use. Even 
if we did not know the actual outputs, we could say, for example, on the basis 
of the relative efficiencies alone that it would be just as sensible to use three 
mines of type B as one of type A and two of type C. 

On the other hand, mangerial efficiency is usually given only by a ranking. 
This is so just because it is measured with the hope that it will be useful in a 
wider range of circumstances, and in conditions which present the manage- 
ment with problems of varying difficulty. If environments were all the 
same, then it is true that we could measure the relative efficiencies of 
different managers. But even then we would usually be interested in the 
question of how they would fare in different circumstances. And even if 
one manager did produce twice as much as the other in one set of circum- 
stances, he is unlikely to produce exactly twice as much in other circum- 
stances. He may then only produce one and a half times as much. It 
would then be futile to say he was twice as efficient. Thus the most we can 
hope to do as a rule is to rank the managers. The point becomes even 
more clear cut if the figures from which the managerial efficiencies were 
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to be obtained were derived from performances in tasks of different degrees 
of difficulty. 
However, if the managers are to be ranked, this may be done by assigning 





| 


| 


; 


to them a number, just as a mark can be given to an examination candidate. | 


The number would be an indication of the rank only, and no meaning could 
be attached to the ratio or difference of such numbers. 

The argument of the last section will be expanded later in the discussion 
of the merging of ranks and scales. However, there is another class of 
efficiency concepts, in some respects lying between the two we have just 
described, and in fact overlapping such concepts in extreme cases. We 
may call such efficiencies target or technical efficiencies. A target efficiency 


is concerned with a situation where a number of different units (firms say) | 


are operating in a number of different environments. We are interested 
in how much a particular firm has to increase its output to reach the best 
in its particular environment. This is a measured efficiency, on a scale, 
and not merely a ranking. We are interested in how far the firm has to go 
to reach the best, and not, as in the more general case of managerial 
efficiency, how difficult it is to get there. Target efficiencies answer the 
type of question: if only we could change the management of this firm for 
the best of its kind, how much output could we obtain? The calculation of 
technical efficiency, on the other hand, is concerned to answer such questions 





as “‘if only we replaced this technique by the one producing most in its 
particular environment how much more could we obtain.’’ Again the 
question of how difficult such a task is to achieve is not raised. 

But we still have to answer the question: What is the meaning of environ- 


ment in these two cases? In each case a particular environment defines, as | 


it did in the case of managerial efficiency, a class of choices. In the case of 
target efficiency variables which are considered by the investigator as being 
under the control of the manager are taken. This procedure provides | 
ranges of comparison, firms being comparable with each other if they could | 
choose themselves to be in each other’s position in all but unimportant | 
respects (i.¢., respects which do not change their output). Then the factors | 
which differ between these classes of comparison, and do influence the out- | 
put, define the changes in environment. | 
We still have to define the best output in a given environment. We will 
return to a discussion of this point later, but, in the meantime, will point | 
out that like the environment it depends on the range of comparisons thought 
suitable by the investigator. An example is given by a topic on which one | 
of us (M. H.) has worked; it is known that the percentages of working-class | 


people in an area affects the success of Co-operatives in that area. Some | 
Co-operative managers will therefore consider it fair only to compare them- | 


selves with other regions with a similar class composition. But an investiga | 
tor might feel that, even in middle-class areas, the Co-operatives should 
capture the trade. He would then set higher standards in the middle-class 
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areas than the Co-operative managers themselves might admit. Again such 
a point emphasises that, in any study, the standards and classes of comparison 
must be clearly defined and set out by the investigator. 

In the case of technical efficiency the logic may be just a little different, 
though this type of efficiency clearly overlaps with target efficiency. Tech- 
nique can have a rather general meaning in economies. For example, a 
chain of shops may adopt the technique of siting their shops in the main 
streets of towns, or on the edges of towns. If such siting is accepted as a part 
of technique, then site cannot be an environmental variable. The lines 
between different classes of comparison are drawn by those changes which 
do not count as changes of technique, but which do influence output. Thus 
it is important for the investigation in this field to mark out exactly what 
changes he counts as changes of technique. 

It should be noted that target efficiency reduces to efficiency in use if 
there is no difference in environment. Even if there are such differences, 
then the concept is useful as a generalisation of one aspect of social 
efficiency. It can be used to answer the question “‘ What output could 
be produced if each firm were as good as the best in its own particular 
environment given that no new firms were to be started, or old ones closed 
down?” 

Yet a further concept of efficiency is that held by equity shareholders of 
firms, namely return on equity capital. But comparisons of returns present 
all the same problems that we discuss below. However, this concept has 
gained a wider currency than is really justified. The quantities which 
economists consider are normally measured in money, and it has been 
widely held that the most efficient use of resources is the most profitable, 
i., that which gives the largest output (sales-return) over input (cost). 
But people have hoped to find a criterion of efficiency which can be used 
generally over the whole economy in a money measure, viz., profit. But 
this measure is inherently an arbitrary one until a valuation is put upon the 
current distribution of income (which affects sales-return) and on the 
current factor prices. Given that, it would follow that differences in 
efficiency in this sense (rate of profit on equity capital) at any one time are 
the outcome of either disequilibrium positions which will be removed by 
competitive forces; or gains arising from some specialised resource, tech- 
nique or environmental features (rents or monopoly or monopsony profits) ; 
or are attributable to the special qualities of the particular entrepreneurs. 
Alternatively, historical comparisons are made which are either historical 
rather than economic (this industry is more up to date than that because 
innovation is faster); or comparisons of profitability which can be reduced 
to the three cases mentioned above. It should be noted, in any case, that 
profits themselves have an element of arbitrariness in them, depending as 
they do on book-keeping conventions. We shall not discuss this matter 
further in the present paper. 
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In this sketch we have introduced some of the most important questions 
that have to be asked in the discussion of efficiency: 


(1) Is one using the analysis to judge the performance of the 
economic units involved or their managers or techniques used in them? 

(2) What, if any, allowance should be made for the different degrees 
of difficulty with which they are faced? 

(3) What range of choice should be imputed to the units considered? 
If it is to be different for different units, what allowance should be made | 
for such differences? In particular, what maximum standards (if any) 
should be set within each range of choice? | 

(4) Is the number obtained a ranking or on a scale of measurement? 





or 


To these we must add two more questions: 


(5) What is to be considered the output of the process? If there 
are two or more outputs, how, if at all, should they be combined? 
(6) The same question as (5) can be asked about inputs. 


In most cases, it is possible to give a wide range of answers to each of these 
questions. Each set of answers corresponds to a different analysis. 


Tue MERGING OF SCALES 


This is a technique which is essential if the results of firms with different 
environmental conditions, or different choices, are to be compared. To | 
obtain a measure of managerial efficiency involves the amalgamation of | 
fragmentary orderings into one consolidated ordering. Such a process is 
often used implicitly, but, because it can be carried out in different ways, | 
with different results, it is necessary to spell it out explicitly, so that the 
assumptions underlying it can be thought out afresh in their application to 
different problems. 

The situation before the merging is that we have a number of fragments 
of ordering. For example, we know that 


A>B>C 
and that a>b 





ou 


but these two fragmentary orderings are not yet related to each other. 

A merging ranks all the units considered (firms, plants, etc.) on one scale 
in such a way that their ordering in the fragmentary scale is not lost. For | 
example, two possible mergings of the fragments given above are 


SS 


A>a>B>C>b pf 
and A>B>C>a>b ' 4 


We can allow equality in the above definition, so that q ’ 
A>B=C>D 


and a>b 
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might be merged as 


A=a>b=B=C>D 
for example. 

A case where different environments lead to fragmentary scales might 
be provided by the idealised mines we have been discussing. Suppose there 
are just two sorts of mines: those with thick seams and those with narrow 
seams (these provide the two different environmental circumstances). 
Suppose, as before, that inputs are the same, and that we have measurements 
of outputs from several different mines in each environment. The outputs 
might be plotted like this: 








a dX 
ft 
qx 
~ e x 
Output r ox 
¥ xX 
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1 2 


In each environment the different outputs give a fragmentary scale. We 


know that 

a>b>c 
and that 

d>e>f 


but want to consider the implications of combining a, 4, c and d, e, f on one 
scale, and possibly attaching a measurement to them. 

We must first make clear that, in the case of target efficiencies, there is 
no real merging. The performance of any firm (or productive unit), is 
compared only with the actual or possible performances in the same en- 
vironment as itself. The comparisons provide separate scales for each 
environment. However, when the target efficiencies have been calculated, 
they give the appearance of a merging. One is tempted, for example, to 
suppose that all firms with 80% target efficiency are ranked as equal. But 
this would not be accurate. The firms may be in different environments, 
and the scales would only be merged if the type of efficiency question asked 
was changed. For example, if the question raised were changed to one of 
efficiency in use, then on our chart, the scales would be merged to give: 


d>a>e>b>f>c 
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The same sort of merging would be obtained if we judged that what we 
had previously considered as environment was really under the control of 
the manager, in a measurement of managerial efficiency. For example, if 
environment (1) represented “‘ bad labour relations ’’ and environment (2) 
represented “‘ good labour relations ’’ we might, in measuring managerial 
efficiency, use the type of merging given above, if we thought that the labour 
relations in a firm ‘‘ ought ”’ to be under the control of the manager. How- 
ever, the possibilities are more general than that. 


MakinG ALLOWANCE FOR DIFFICULTY 


When we consider the idea of managerial efficiency we must bring in 
the idea of degree of difficulty of the task. The concept of managerial 
efficiency allows of much elaboration, but we can start from the same 
diagram as that given above. We must remember that, in this case, the 
managers are considered unable to “ change ” the environmental variables. 
What suitable criterion can be used for merging? 

One such, in principle, might be that of virtual interchange of managers. 
To be useful for efficiency analysis it would be convenient to assume that 
the order of scoring of any group of managers would not be changed if they 
moved from environment | to environment 2. For example, if a manager 
in environment | obtained an output O, and was transferred to environment 
2, and there (after sufficient time to acclimatise) obtained output O,, then 
O, and O, might be ranked equal on the scale. The assumptions are im- 
plicitly made that all managers who obtained score O, in environment | 
would score O, in environment 2, and also that managers who originally 
scored O, in environment 2 would score O, when transferred to environment 
1. These are the simplest assumptions for a suitable analysis, though it 
would be possible to relax them and still get, for example, average or proba- 
bilistic results. 

Such a method is not useful in practice, since the interchange experiment 
can hardly ever be done. However, it provides a useful conceptual com- 
parison with other methods of merging in common use, including those 
sketched above. 














In Fig. 1 we might assume that the set (or population) of managers in | 
environment | was much the same as the set in environment 2. This would | 
lead us, as a first attempt, if we were comparing the same number of indivi- © 


duals in each environment, to equate the first in environment | with the first | 


in environment 2, the second with the second and so on. Or as a more 
sophisticated method of analysis, to fit distributions of output of some 
plausible form to the two sets of outputs, and equate percentiles. This 


method would give similar, but not necessarily identical, results to the © 


previous one, and can be a; plied to cases where the numbers are not equal. 7 


A similar type of method is, we believe, used in ‘‘ normalising ”’ the 


marks of schoolchildren in different years. The assumption is that the © 
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capabilities of children taking examinations do not vary from year to year, 
but that the difficulty of the examination (the ‘‘ environment ”’ the child 
faces) does change. In the smaller-scale examinations (such as University 
degree examinations) the examiners are more confident that they can see 
how a candidate would do in different circumstances (a different year’s 
examination or environment), and are less confident that two given years’ 
groups of candidates will be identical. Therefore, they vary, for example, 
the proportion of candidates given different classes of degrees, and if we 
accept a class as a stable entity from year to year, then these classes provide 
a method of merging the scales for different years. 

Occasionally it may be possible to find some other criteria for merging 
scales. For example, we might judge the production managers by some 
particular aspect of their work (or even personality) and then equate those 
who seem the same by this partial criterion in the different environments. 
It does not seem necessary to emphasise how misleading this method can be, 
and how widespread is its use. 

On the other hand, we may feel, on the basis of considerations other than 
the immediate data, that an output P in the first environment is just as easy 
to obtain as an output /P in the second environment, where k is a constant 
independent of P. There would still remain the problem of finding k. 
This, too, may be known from considerations apart from the data. If it is 
not, then it may still be known that some particular characteristic of the set 
of results in one environment is the same as a characteristic in the other. 
If, for example, the best actually achieved in the two environments were 
achieved by managements of equal skill, then a value of k could be obtained. 
In this case, the resulting efficiencies would, with suitable numbering of the 
ranks, look very much like target efficiencies, though the underlying logic 
used would be very different. 

A different kind of merging occurs in the case of technical efficiencies 
when it is decided that factors which had been considered environmental 
are to be included in the category of technique. Then it is likely that the 
values of the efficiencies of some firms would be altered. For example, if 
the output of firm A was P, and that of firm B was Px, and they were con- 
sidered as being in the same environment, in which the highest output was 
Ps 
P 
tion of environment, less detailed than the old, then the highest output would 
be raised to P’, and the efficiencies would be altered too. However, the 


P, their efficiencies would be = and =. Now if there were a new defini- 


relative efficiency would not be altered. Thus in the merging into a more 
B 


» extensive scale, the actual values of the efficiencies are changed, but the 


| telative efficiencies are not. Such a property makes it useful to work in 


terms of relative efficiencies as much as possible. The absolute maximum 
may occasionally be very difficult to determine, or even rather arbitrary. If 
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it is possible to avoid bringing it into the argument so much the better. 
Note that the argument works the other way round too. If we transfer 
factors from the technique to the environment, thus breaking the compari- 
sons into smaller sets, the relative efficiency of A compared with B is un- 
altered as long as A is in the same environment as B. 


QUANTIFIABLE ENVIRONMENT 


It may happen that, for the purpose of a particular problem, there are 
not just two environments from which the results have to be merged, but 
many. In that case, it may be possible to characterise the environment of 
each unit by the value of one or more variables. For example, average seam 
thickness may be taken as an environmental variable for some problems 
concerned with mines. The population density of an area and the income 
at the disposal of the population might be considered as two relevant 
environmental variables in comparing the efficiency of retail distributive 
systems in different areas. Climatic variables might be considered as 
environmental for those problems in farm efficiency for which farmers can- 
not choose where they are to work. Sometimes the environmental variables 
may be of a different kind. In comparing different regions or economies 
when there cannot be migration of work-people from one to another, the 
total labour force may be a datum of the problem, and would therefore be 
environmental in that case, even though it was one of the “‘ inputs ”’ of the 
economy. Or electric power may be limited in the short run by limitations 
of capacity, so that for a short-run problem generating capacity may be 
environmental. 

It is convenient to take first the case in which the environment can be 
quaatified in a single variable. In that case the data can be plotted ina 
scatter diagram, which might look like this: 
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The next step one is tempted to take is to fit a regression line. But the 
argument of the preceding sections shows that one must hesitate before 
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doing such a thing. What is the type of efficiency one is trying to measure? 
We may here really be trying to merge several fragments of scales, one frag- 
ment for each value of the environment variable that occurs in our set of 
results, into a single scale. The problems of such merging remain. Or we 
may be trying to find the maximum output at each value of the environ- 
mental variable, so as to find target or technical efficiencies. 

However, in this case there is one further technique which can be used— 
that of interpolation, and in applying this the problems are closely parallel 
to those of regression analysis. The idea is to apply any trends in scales 
discernible from the data (or expected a priori by the investigator) to help 
fix the scale at any particular environmental level. To take one extreme 
example where the problem is one of merging scales: suppose that there are 
many readings at some levels of the environmental data, but only one result 
at one intermediate level. Suppose, too, that it had been decided that 
where there were enough data, the percentiles of the distribution at each 
level provide the merging (as they did in the example of examination of 
schoolchildren given above). Then we might get a situation like this: 
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and the solitary observation would be merged with the others by the drawing 
of smooth lines through the percentiles. 

Alternatively, the problem may be of a kind where it is necessary to 
estimate the maximum attainable in each environment. Suppose the 
observations looked like the diagram on p. 82. 

One way which might be considered suitable for certain target efficiency 
problems, is to draw a broken line consisting of a series of straight segments, 
joining the “ top ” points of the diagram, as the dotted line has been drawn 
in the figure. The top reading at environment 2 would then be counted as 
inefficient. But in some cases it may be known that there are indivisibilities 
in the problem. For example, suppose the environmental variable was 


electric generating capacity. Suppose that it was known, apart from the 
No. 273.—VOL. LXIx. G 
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numerical data, that it was not possible to use a certain technique until there 
were a certain minimum supply of electricity, but that when such a minimum 
was available the new technique was very productive. Then this would be 
a case for using a rather step-like line of maxima, as with the unbroken line 
in the figure above. If this line is used as the 100% line, then the top point 
at environment 2 turns out to be 100% efficient. Such difficulties which 
occur even apart from the difficulties of sampling fluctuations, show that the 
method of interpolation used must often depend on extraneous information, 
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or even the investigator’s own hunches. In general, the more restricted 
hypothesis, such as the fitting of a single straight line across the data, means 
that the analyst is willing to have readings at low environmental levels to 
influence the scale at high ones, so that the scales are fitted with the help of 
many readings, but depend on how near an approximation to truth is the 
rigid assumption of a straight line. The less-restricted hypothesis, such as 
the set of straight segments, means that observations for one extreme of the 
environmental variable are not likely to affect the scales at the other 
extreme, but then each scale is determined by effectively fewer observations. 
Thus extraneous data, as in regression analysis, do help to improve the 
accuracy of the merging or of the fixing of maximum attainable levels, if 
they help to limit the type of mergings or maxima considered feasible a 
priori. 

The case for which the environment has to be quantified into not one 
but several variables, presents essentially the same range of problems at a 
slightly more complicated level. But the case shows more clearly the 
distinction between an explanatory analysis and efficiency measurement. In 
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an explanatory analysis (of the type for which multiple regression is often 
used), it is important in principle to include all the variables which might 
contribute to the variation in the output variable. Otherwise, a variable 
which is omitted may give a spurious extra effect (or spuriously take away 
from the effect) of another variable. But in efficiency analysis only those 
variables considered as environmental for the particular problem in hand 
are included in the analysis. Thus there might be a variable which the 
management of firms did not attempt to control, but which the analyst 
thought that they could. It might, for example, take much time to control 
the variable, and the firms’ time horizons may be too short for them to 
consider such an undertaking worth while. But the analyst may judge them 
from a long-term point of view, and may consider the variable as controllable. 
Then the variable would contribute to an explanation of the variations of 
output, but would not be plotted as environmental in the efficiency analysis. 
Of course it may, like other extraneous material, be helpful in indirect ways 
in deciding on a method of merging scales. 


VARIABLE INPUTS 


There are various ways in which scales are merged so naturally that one 
is apt to take the method for granted. Such a situation is the following. 
An output is made from one raw material at several plants. All other 
environmental factors are the same at all the plants. Both the quantity of 
raw material used and the output differ from plant to plant. What measures 
of efficiency may be appropriate then? 

On analogy with what has gone before, one scale might be constructed 
for each value of the input. But if one was interested in efficiency in use, or 
some aspect of technical efficiency, then the output one obtained per unit 
of input would sometimes be most relevant. This immediately implies a 
merging of the fragmentary scales established at each level of input. It is 
not necessarily the only merging possible. For example, one may be 
interested in comparing only small units with small units (where size is 
measured by input, say). Especially in managerial efficiency, small plants 
may provide quite different problems from the large plants, and it may 
only be fair to restrict comparisons to the management of similar size of 
plants. 

The problem is extended in the case for which two raw materials can be 
used in making a given output. Usually it will be the case that one or other 
of the inputs will be used exclusively. For each particular mixture of input 
there will be a fragment of scale. If we accept the type of merging given 
just above, size of operation will be irrelevant. For many types of question 
about managerial efficiency the problem is primarily one of reducing money 
costs. If there are relative prices for the inputs, then amount of output per 
unit of expenditure of money could be calculated. This itself constitutes a 
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particular merging of scales. We can use a diagram (suggested for use in 
this context by Mr. M. J. Farrell) : 
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Even if relative prices are not known, a fragment of scale is provided along 
each ray in the diagram passing through the origin, since on each such ray 
the ratio of inputs remains constant, and prices do not enter the picture. 
(A similar remark could be made about rays parallel to either of the axes.) 
These fragments can appropriately be merged by working in terms of cost 
rather than individual inputs. Again in this case there might be questions 
for which this method of merging was wrong. To take just one example, 
the prices may not represent accurately the relative scarcity of the 
inputs. 

Now suppose that the environment were such that for each range of 
choice the ratio of inputs were constant. Different firms might have different 
ranges of choice, and thus each range of choice would be restricted along a 
ray of the diagram. If we were interested in target efficiencies, then it 
would still be necessary to find the 100% point. One way might be to draw 
a broken line round the edge of the set of points and use this as the 100% 
line. The method is reminiscent of the so-called “ efficient ” set of linear 
programming, and can be counted as a method of interpolation. However, 
the number of cases for which the environmental restrictions will be of this 
particular form must surely be small. 
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This method was recommended for quite general use in a paper * by Mr. 
Farrell irrespective of the form of the constraints. He even suggested that 
what he called quasi-inputs, such as climatic variables, should be discussed 
in much the same way as inputs. The present authors pointed out some 
of the conceptual difficulties discussed here. (Mr. Farrell’s work has the 
virtue of making a start—though perhaps a false start—where previously 
little had been done. However, his paper still suffers from a central 
weakness: that he does not analyse the concept of efficiency nor the crucial 
question of environment.) 

The example of linear programming does indeed provide another ex- 
ample of the merging of scales. There it is assumed that there are a set of 
methods of production, each of which has constant technical coefficients, 
i.€., a given amount of each input per unit of output. Inefficiency arises 
from combining these methods of production in the wrong proportion. The 
boundary line of the points is called the “ efficient ” set or the set of “‘ efficient 
points.” But in the usual case of use of the method there is a relative price 
attached to the inputs and then the partial ordering given by ‘‘ better use a 
smaller bundle of inputs than a larger one ”’ is replaced by a complete order- 
ing which most of the points of the “‘ efficient ’’ set will certainly be counted 
as inefficient. All we can be sure of is that the point that is ranked as 
efficient in the complete ordering will be one of the “ efficient set.”” Thus 
the set is misnamed. A more appropriate title for the points of the set would 
be the “ not certainly inefficient points.” The name given would not be 
important but for the fact that “ efficient point ” is a title that persuades us 
that such a point is a good point to reach. (A similar point arises in the 
definition of a Pareto Optimum. See I. M. D. Little, Welfare Economics.) 

Rather similar issues to those given above were raised by some work on 
prediction by H. Theil.2 Theil’s work is concerned with the problem of com- 
paring the predictions of the government economists of three different 
countries, Britain, Holland and Sweden. He looks at their predictions of 
several of the most important economic aggregates, and compares these with 
the figures eventually estimated by the government statisticians of the 
respective countries of the realised values. For each type of magnitude, 
é.g., industrial production, he calculates a coefficient intended to summarise 
the achievement of the forecaster in a particular country. 


fh=Z @—0 


Here 2, is the forecast of the magnitude for the year ¢, and 1, is the 
realised value for the year f. 


1 “ Measurement of Productive Efficiency,” Journal of the Royal Statistical Society, 1957, Vol. 120, 
Part 3. 

* International Economic Papers, No. 5, 1955, H. Theil, ‘“‘ Who Forecasts Best? ” quoted by R. L. 
Marris, The Position of Economics and Economists in the Government Machine, Economic JOURNAL, Vol. 
LXIV, 1954, pp. 759-83. 
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He also calculates a coefficient 
1 bid 
Ss = T 2, (1, —_ 1)? 


intended to represent the difficulty of forecasting. 
He then calculates an index 
¥ = VAlfs 
as a “‘ forecasting coefficient.”” With this routine completed he compares the 
performance of forecasters in different countries forecasting the same type of 
series, and of a forecaster in a particular country forecasting different series. 

Such a measure, because it explicitly introduces the difficulty of the task, 
is an attempt to assess the forecasters, and not the usefulness of their forecasts. 
It corresponds to the measure of managerial efficiency, and not to any notion 
of technical or target efficiency. To obtain the latter, we would have to 
assess not the difficulty of the task, but how useful a particular forecast was 
when it was wrong. This would be a formidable, if not an impossible, under- 
taking. Given that we are judging how well forecasters cope with their 
difficulties, we are not at all convinced that the author’s particular measure 
of difficulty stands up to analysis. To take an example: if countries pre- 
dicted, as well they might, changes in some economic magnitude rather 
than the magnitude itself, and this change in fact remained constant, each 
would be attempting to predict a magnitude which stays constant. But on 
Theil’s criterion, a high constant change would be counted as more difficult 
to predict than a small constant change. 

Or to take a more practical case. One of the types of series compared 
is of National Product. Now the level of one country’s National Product 
may be closely related to, say, the level of United States imports, and thus 
be predictable only if this level is also predictable. Another country might 
be rather more independent of outside events. The level of its National 
Product might depend more on, say, the fiscal measures of its own government 
authorities. The forecaster would in that case be partly, in effect, trying to 
predict the measures of his own government. These examples could be 
multiplied almost indefinitely—indeed, there is a lengthy discussion of such 
problems in the paper! from which Professor Theil obtained his figures. 
We only want here to point out the dangers of merging scales on too arbitrary 
a criterion. 

MARGARET HALL 
Somerville College, Oxford. 
CHRISTOPHER WINSTEN 
Imperial College, London. 


1 * National Budgets in Western Europe,” Economic Bulletin for Europe, July 1953 





























IS THE “ECONOMIC EFFICIENCY” OF TAXATION 
IMPORTANT ?# 


FUNCTIONAL Finance tells us that the purpose of taxation should be to 
cut down private spending when this is necessary to prevent excessive aggre- 
gate demand and inflation.2 An implication of this principle is that, since 
their effects on aggregate demand might differ, two equi-revenue taxes are 
not necessarily perfect substitutes as anti-inflationary fiscal tools: “‘ The more 
they are paid at the expense of potential savings, the higher the taxes have 
to be to secure a given restraint on spending.” * Following Kaldor, one may 
call the net expenditure-restraining effects of taxation per unit of receipt its 
“economic efficiency.”’ 4 

Possible reasons for unequal ‘‘ economic efficiency ’’ of the various equi- 
revenue taxes—and there is an infinite number of taxes if any tax formula 
is taken as a separate tax—are: (a) differences in the distributional impact 
of the taxes; (6) announcement effects—the Public Finance equivalents of 
substitution effects—due to differences in tax formule; (c) “‘ money 
illusions ” of various kinds. Outlay taxes, for example, are often claimed 
to be more “ efficient” than income taxes,> and corporation taxes—less 
“ efficient ’’ than personal taxes. Although some arguments to the effect 
that specific taxes are comparatively “ efficient ” (or vice versa) might be 
disputed, it is very probable, for example, that the deflationary effects 
of a given tax payment of the very rich are considerably lower than those of 
an identical tax payment of the very poor. 

Obviously, for purposes of fiscal policy it is important to know what the 
“ economic efficiency ”’ of each tax is, so that what money yield of any tax is 
economically equivalent—that is, cuts aggregate demand to the same extent and has 
identical effects on the equilibrium price level—to that of any other tax could be 
easily determined. All discussions of the inflationary significance of a 
government budget, balanced or unbalanced, must pay attention to possible 
differences in the ‘‘ economic efficiency ” of the various taxes. To repeat 
Shoup’s words 


1 IT am indebted to Michael Michaely and Don Patinkin for their constructive comments. 

* Cf. Abba P. Lerner, The Economics of Control (Macmillan, 1949), p. 308. 

* Nicholas Kaldor, An Expenditure Tax (Allen and Unwin, 1955), p. 175. 

* Ibid., pp. 173-5. 

* See E. C. Brown, “ Consumption Taxes and Income Determination,” A.£.R., Vol. XL, 
March 1950, pp. 74-89; Richard Goode, “‘ Anti-inflationary Implications of Alternative Forms of 
Taxation,” Papers and Proceedings, A.E.R., Vol. XLII, No. 2, May 1952, pp. 154-9; William H. 
pg “* Measuring the Inflationary Significance of a Government Budget,” I.M.F. Staff Papers, 

ol. I, pp. 362-3. 

* Cf. Richard Goode, ‘“‘ The Corporate Income Tax in a Depression,” Policies to Combat De- 

pression (Princeton University Press, 1956), pp. 149-70. 
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‘** |. . when the discussion centers on degrees of employment, and on 
inflation or deflation, equality of revenue-raising power is no longer an 
appropriate unit for comparison. A more relevant unit would be the 
extent to which the tax forces a reduction in consumer spending or in 
investment spending; that is, the extent to which the tax forces the 
private sector of the economy to release economic resources that the 
government may then hire.”’ + 


‘ > 


But does the comparative ‘‘ economic efficiency” of taxes have other 
implications? Is it one of the criteria that should be taken into account 
when choosing between taxes? Specifically, if two taxes are similar in all 
other respects,? but tax A requires—because of its lower ‘‘ economic effici- 
ency ’’—more money yield than tax B, should tax A be preferred to tax B 
or should it not? 

Since Kaldor lists the relative ‘‘ inefficiency ’’ of income taxes as an 
argument for an expenditure tax, he apparently believes that the compara- 
tive ‘‘ economic efficiency ”’ of a tax is a clear advantage to be taken into 
account when choosing from alternative taxes. To George F. Break, on the 
other hand, the efficiency argument seems “‘ a considerable overestimation of 
the advantages of economising on tax revenues, which are not a scarce 
resource.” 8 

The purpose of this paper is to re-discuss this problem. 


Tue PROBLEM FROM THE Pornt oF VIEW OF AN INDIVIDUAL 


The very question would, we think, be hard to explain not only to a 
Secretary of the Treasury, but also to any layman who, naturally, would 
tend to think of it in terms of the comparative burdens imposed by unequal 
money taxes on a single individual. For any individual the superiority of 
the smaller money tax is only too obvious. Since prices are given to him, a 
lower money tax is a lower real tax as far as he is concerned; even if the two 
unequal money taxes reduce the current resource-using expenditures of the 
individual to the same extent, the lower money tax leaves him with more 
money balances and/or bonds, so that he must be better off.‘ This, 
incidentally, is why saving '—even compulsory saving—is considered 
preferable by any single individual to paying the very same amount of money 


1 Carl S. Shoup, ‘‘ Taxation and Fiscal Policy,” Income Stabilization for a Developing Democracy, 
edited by Max F. Millikan (New Haven: Yale University Press, 1953), p. 267. 

2 Shoup (ibid., p. 267) notes that ‘‘ there is no a priori rule in this matter to be applied in 
advance; we cannot say that, among taxes having the same resource-releasing power, we shall 
always want to select the one that yields the largest revenue.”’ That is true, of course, but the same 
might be said of any criterion for tax policy. 

3 George F. Break, in his review of Kaldor’s An Expenditure Tax, in Economica, Vol. XXIII, May 
1956, p. 177. 

4 Cf. James Tobin, “‘ Taxes, Saving, and Inflation,” A.£.R., Vol. XXXIX, December 1949, 
p. 1229. 

5 By savings we shall henceforth mean non-resources-using savings, i.e., savings which are not investment 
in the national accounting sense. 
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in taxes, and this is the basis for various tax schemes, that have been 
often proposed and sometimes also implemented, the essence of which is to 
induce individuals to save more, pay less in income taxes and other taxes as 
well.1. Savings are politically less painful than taxation, not only because 
in the case of savings there is no compulsion (unless the savings are com- 
pulsory) but also because, unlike the tax-payer, the saver is compensated 
for the cut in his present consumption by bonds and/or money balances. 

It follows that if an individual has to cut to a given level the present use 
of some specific resources that are needed for the Government’s programme, he 
will prefer that this be done by a partial tax which discriminates against 
these resources or the commodities produced from them rather than by 
supposedly non-discriminating taxes. Discriminating taxes, having substi- 
tution effects in addition to their income effects, will require less money 
revenue to achieve their purpose in this case. Thus the argument that 
excises * impose an excess burden in comparison to an equivalent income 
tax * is, for the case of a single individual, completely reversed when the function 
of the alternative taxes is to release a given amount of specific real resources, 
and when the excise discriminates against those specific resources. 

In Fig. 1, WR is the pre-tax price-line for X, WB the amount of X 
bought at this price by an individual, and AB the amount of money income 
spent by him on X. An imposition of an excise on X changes the price line 
from WR to WT; the amount of X bought falls to WD and the new amount 
of money income spent on Xis CD. But out of CD, CF represents the pay- 
ment of the excise on X. If the Government is indifferent to sources of 
revenues (as long as they are tax revenues) and is interested only in their 
money size, an income tax HW may be substituted for the excise tax CF. 
Since HW is equal to CF, the Government still gets the same amount 
of tax revenues from the individual. But this substitution, to which the 
Government is completely indifferent, is in favour of the individual who is 
transferred by it from indifference curve J, to the higher indifference curve 
I,, Asa matter of “‘ fact,’”’ the burden of paying CF as an excise tax is equal 
to the burden of paying WG as income tax, as both leave the individual on 
the same indifference curve, J;. HG represents, so the argument ends, the 
excess burden of the excise. 

Yet, although the individual is better off if he pays HW in income tax 
than if he pays the same money amount, CF, as an excise, his consumption of 


1 Cf. Tobin, op. cit., pp. 1223-32; of course, all proposals for an expenditure tax—-temporary or 
permanent—belong to this category. 

* Although the argument was put in terms of direct vs. indirect taxes, its essence is a comparison of 
the welfare effects of partial vs. general taxes. 

* Cf. M. F. W. Joseph, ‘‘ The Excess Burden of Indirect Taxation,”’ Review of Economic Studies, 
VI (June 1939), pp. 226-31. The argument has often been repeated and often criticised. Due to 
the mainly methodological criticism of Milton Friedman, and the substantial criticism of I. M. D. 
Little, Earl R. Rolph and George F. Break, the argument is out of favour now. Our reversal of the 
argument should be taken as an additional criticism of it, rather than as a new “‘ theorem.” 
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X under the income tax is WL, while it is only WD under the excise tax on X. 
The fact that Z must be to the right of C is the core of the alleged-excess- 
burden-of-indirect-taxes argument. If an income tax were also to cut the 
individual’s consumption of X to WD, the revenue from it should have to be 
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increased to WV, and the individual will be transferred to the position P, 
which is on indifference curve [,, the lowest of the four. Ifthe Government 
is interested in releasing BD of X from consumption, it should be indifferent 
whether it gets WN as income-tax revenue, or only WH as excise-tax 
revenues. But, in this case, the individual definitely prefers the excise. 
HN is, so to say, the excess burden of general income taxes. 

No changes are introduced into the argument if the discriminating 
feature of the taxes is not directed towards the use of some specific resources 
but against current consumption in general. If Fig. 1 is to represent this 
case too, its horizontal axis should signify current consumption, and the 
vertical axis, changes (additions to or subtractions from) in money balances 
and bonds, that is, savings or dissavings in a given period. The argument— 
if the Government is interested in reducing the consumption of the individual 
to a given level—is unchanged. 

1 It should be stressed that the argument does not depend on an assumption that the Government 
does not bid up the prices of the resources it needs. Even if the price of X is bid up, an excise on X 
that yields a given revenue releases more X for the Government than does an income tax yielding 


the same revenue; hence as X prices are bid up by the Government, more money is still needed by 
the Government to buy a given amount of resources. 
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It should be stressed that the argument, like Miss Joseph’s, applies only 
to the case of one individual. Jt completely disregards the existence of a trans- 
formation curve. Indeed, if the individual constitutes a very small part of the 
total community it might be legitimately argued that the effect of his ad- 
justment on total output might be disregarded, and if so, it should also be a 
matter of irrelevance to the Government just how much will be released by 
him. The major problem is therefore whether it is valid to generalise this 
analysis to the community at large. 


9 


** Economic EFFIciIeNcy’’ OF TAXATION AND THE ECONOMY 


At first, the answer to the question just asked seems to be an unqualified 
“No!” It has become rather common to state that taxes as such do not 
constitute an independent burden on private groups, and that one “‘ must 
look to government expenditures for evidence concerning costs in the sense 
of what private groups are forced to give up as takers because the govern- 
ment acquires the use of resources.’ }_ In other words, the gross burden of 
taxation—which does not take into account the benefits from the government 
expenditures *—is determined only by the size of the government expendi- 
tures. This, of course, neglects some important factors, for the aggregate 
burden of taxation depends also on: (a) its distribution among the various 
income groups; (b) tax effects on the supply of resources both in the short 
run and the long run; (c) the resources employed by both the Government 
and the tax-payers in connection with the collection of taxes. But, and this 
is the main point of the common argument, the comparative “‘ economic 
efficiency ’’ of the various taxes does not seem to be a relevant factor. Money 
is not a scarce resource, it is implied, and “‘ economising on tax revenues ”’ is 
hardly important: “‘ Economy in this respect is not equivalent to economy in 
the administration of the tax system.” * The individual, the argument 
proceeds, who naturally prefers the lower money tax, views the situation in 
terms of an alternative which is not available to all individuals collectively. 
The above argument might be objected to by stressing that since to any 
individual more money means more goods, and the sacrifice that he must 
associate with the payment of taxes is the amount of goods and services that 
he could buy at current prices, it seems useless, and perhaps even misleading, 
to attempt to convince any individual not to prefer that a lower amount of 
money be taxed away from him (and from everybody else). Certainly, it is 
true that each individual tends to view the problem in terms of alternatives 
that are not open to all individuals collectively, but that does not nullify the 
importance of his subjective burdens. 


Earl R. Rolph, The Theory of Fiscal Economics (University of California Press, 1954), p. 53. 

* The net burden of taxation should, of course, be negative, or otherwise government expendi- 
tures should definitely be reduced. 
* G. F. Break, op. cit., p. 177. 
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No doubt, a distinction should be drawn between the “‘ objective 
burden,” the burden as economists see it, and the “ subjective aggregate 
burden,”’ ! but it should be stressed that the subjective burden is the aggre- 
gate burden as perceived by individuals not because they are illogical,” but 
because they are logical individuals. Trescott suggests the term “‘ fallacies 
of decomposition ’’ for such attitudes of individuals. It should be stressed, 
however, that while fallacies of compositions are fallacies due to logical pit- 
falls, the fallacies of decomposition are not fallacies at all from the point of 
view of those who make them, just as the assumption of perfectly elastic 
demand that each “‘ pure competitor ’”’ makes, for example, is not fallacious, 
If such perceived burdens are, ceteris paribus, to be minimised, then the 
** economic efficiency ’’ of taxation must be of some importance. How- 
ever, the importance of the economic efficiency of taxation can be proved 
in purely economic terms. It is true that generalisations of propositions 
derived for isolated individuals to the community as a whole, are often in- 
valid,* but a discussion in terms of the economy as a whole has its own pit- 
falls; for, after all, the economy consists of individuals. The argument 
denying the importance of the economic efficiency of taxation is based on the 
assumption that money is not a scarce resource, as indeed it is not for the 
economy or for the Government, but money is definitely a scarce resource for 
each individual. Utilities of individuals are not derived only from real 
resources, but from money and bonds as well, and, as Patinkin stresses,‘ 
money gives utility for individuals not only because it can be spent on goods 
and services—in that case its utility is only derived—but because it can be 
held. Money reserves provide security against financial embarrassment 
because of lack of synchronisation between the inflow and outflow of money 
in a given period, and if uncertainty is introduced into the argument, as it 
should, then the utility supplied by cash balances—precautionary and/or 
speculative—is greatly enhanced.® 

The common argument for the case of the economy as a whole neglects 
the utility of money, perhaps because one cannot represent money on a 
transformation curve. That argument stresses that if two unequal amounts 
of money taxes are economically equivalent because of compensating differ- 
ences in “‘ economic efficiency,” they both reduce the resource-using ex- 


1 The terms “ subjective burden ” and “‘ objective burden ’”’ were coined by Paul B. Trescott 
in his “‘ The ‘ Burdens ’ of Government Finance,” Public Finance, Vol. XI, No. 2, 1956, pp. 164-76, 
and esp. pp. 164-70. 

2 We do not suggest that economists should take into consideration welfare losses of individuals 
which are due to irrational or mistaken beliefs of the individuals; how to treat such beliefs must be 
decided by politicians. Economists must do their best to enlighten the mistaken. 

3 Cf. Milton Friedman, ‘“‘ The ‘ Welfare’ Effect of an Income Tax atid an Excise Tax,” Essays 
in Positive Economics (The University of Chicago Press, 1953), pp. 100-13. 

* Don Patinkin, Money, Interest, and Prices (Row-Peterson, 1956), Chapters V, VI, esp. pp. 62-4. 

5 Ibid., p. 63. 

* Cf. J. C. Gilbert, ‘‘ The Demand for Money: The Development of an Economic Concept,” 
Jj.P.E., Vol. LXI, April 1953, pp. 144-59. 
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penditures at the given period to the same extent, which is true by definition, 
and that, at least if current investment is given, the total potential resource- 
using expenditures in a future period is also given, which is also true; 
however, the conclusion that, ceteris paribus, both taxes are equally good (or 
bad) is wrong, since the lower money taxes leave the private economy (= all in- 
dividuals taken together) with more money balances and/or bonds. 

It should, perhaps, be stressed that the higher money balances that the 
more ‘‘ efficient ’’ tax leaves to individuals are also higher real balances, for 
—and that was the basic assumption—the two alternative taxes are economic- 
ally equivalent so that the current price level must be the same in both 
cases.t As to bonds, if the present real value of bonds is determined by 
deflating their money value by the present index of the price level, then, 
since their money value is greater and the price level is the same in both cases, 
the real value of the bonds left by the more “ efficient” tax is also higher 
than that left by the less “ efficient” tax. Truly, if the owner of bonds plans 
to have them redeemed in a future period and to consume the proceeds, the 
real value of bonds should—conceptually—be reached by deflating their 
money value by the price level in that future period, and it is also true that 
the real amount of resource-using expenditures in that future period depends 
only on the resources available in that period, so that, in this case, the 
aggregate welfare of individuals in that future period does not seem to 
depend on the amount of their bond holdings in the present period.2 How- 
ever, not all bond-holders plan to redeem all their bonds and to consume all 
the proceeds. The functions of savings are numerous, and savings cannot 
therefore be identified with future consumption, an identification which is 
the essence of the ‘‘ waiting theory ” of interest. Even if one does not agree 
with Rolph that this theory is ‘‘ a travesty on the evidence,” it is hard to 
deny that savings do add to individuals’ wealth, and that greater wealth not 
only allows more consumption in the future, but also supplies—as long as 
unspent—more security, prestige and power. To the extent that the 
function of the bonds is not to provide for future consumption, they might be 
considered, for the purposes of the problem discussed in this paper, together 
with money balances. The more “ efficient” tax leaves to individuals 
collectively more of either cash balances or bonds or more of both, and, 
therefore, ceteris paribus, the ‘‘ economy ” must be better off. To conclude: 
the “‘ economic efficiency ” of taxation is important, and it should be taken 
into account when choosing between taxes. 

Incidentally, since consumption taxes—as partial taxes having both sub- 


1 The same price level is, obviously, consistent with different quantities of money if there are 
compensating changes in the velocity of circulation, which, in this case, must occur. 

* If debts be considered as negative bond-holdings, the total amount of bond-holdings in a closed 
economy should, of course, be zero, but not so if the debts of the government are not considered 
negative bond-holdings. 

* See Earl R. Rolph, op. cit., pp. 262-5. Rolph notes that his ideas lean heavily upon those of 
the late Henry Simons. 
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stitution effects and income effects—are more “ efficient’’ than general 
income taxes (and this can easily be demonstrated also for the economy as a 
whole), then this point should not be forgotten when a problem such as the 
** excess-burden-of-indirect-taxes’’ is discussed. For the case of the 
economy as a whole it has been conceded that the excess-burden-argument 
is correct if: (a) it is clear that the partial tax actually distorts the allocation 
of resources, which is obvious only if the original situation was an optimal 
one; (64) it is also clear that the effects of the partial and the general taxes 
on the supply of effort are identical.2, When the welfare-implications of the 
‘economic efficiency ’’ of taxation are recognised, these two qualifications 
are not yet sufficient. 

Needless to say, the advantages of the “‘ economic efficiency ”’ of taxation 
do not imply that more “ efficient ”? taxes should always be preferred. For 
instance, if the comparative “‘ economic efficiency ”’ of a tax is caused by its 
comparative regressivity, it should not be forgotten that the less-progressive 
tax leaves indeed to individuals more money balances than does the 
economically alternative tax, but that the greater amount of money balances 
is not left to the very same persons in both cases. Naturally, the possibility 
that a smaller tax payment by the peor might serve the same purposes as a 
higher tax payment by the rich certaia!, dees not imply that the payment 
should be made by the poor.? Similarl-, if two equi-progressive taxes have 
different ‘‘ economic efficiency,”’ the disadvantages of the more “ efficient” 
tax—say, distortive effects as defined by the Paretian welfare economics— 
should be weighed against the advantages of “‘ efficiency.” 

It should also be remembered that more savings and less taxes collected 
—the characteristics of a more “‘ efficient ’’ tax system—mean that the share 
of the current generation in the output of future periods will be higher than 
otherwise, which may or may not be desirable. 

The choice among taxes is always a complicated business; that, however, 
does not detract from the importance of all the factors that complicate it. 

A. Morac 
The Hebrew University, 
Jerusalem. 


1 See E. R. Rolph and G. F. Break, ‘‘ The Welfare Aspects of Excise Taxes,” 7.P.E., Vol. LVII, 
February 1949, pp. 46-54. 

2 See I. M. D. Little, “‘ Direct versus Indirect Taxes,” Economic JouRNAL, Vol. LXI, September 
1951, pp. 577-84. Incidentally, the additional point that partial taxes—and a general consumption 
tax is a partial tax—are more efficient, does not imply that more effort will be supplied under partial 
taxes; that depends, as usual, on the elasticity of demand for i::come in terms of effort. 

3 The (often disputed) tendency of the marginal propensity to spend to decline as income rists, 
should—where it exists—be reflected in the rate of decrease of the marginal utility of income, 9 
that the conclusions of the sacrifice-doctrines analysis should still be valid. 
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NATIONAL AND AGRICULTURAL INCOME 
1851 


In a review of national income estimates by nineteenth-century writers 
—including, as chief contributors, Levi, Baxter, Mulhall and Giffen— 
Phyllis Deane has brought the results to a focus by showing them in relation 
to an estimate for 1850,1 obtained by extrapolating from the series given for 
later years by Jefferys and Walters.2. The projection to 1850 was made by 
means of Stamp’s series of gross taxable incomes and Bowley’s wages index, 
and yielded a figure of £591 million as a broad measure of “order of magnitude 
for total national income ” at that date. 

Another estimate is £588 million for 1851, given by Levi in Wages and 
Earnings of the Working Classes, 1885. Although there was some improve- 
ment in trade from 1850 to 1851, the two assessments may be regarded as 
reasonably concordant. Both, however, are much below Mulhall’s “ im- 
plicit estimate ” for 1850—an aggregate of £690 million not actually pre- 
sented by Mulhall, but obtained by Miss Deane by the use of methods and 
figures given in his Dictionary of Statistics and other works. In view of the 
usefulness of a firm judgment on the level of income per head in the middle 
of the century, it may be of interest to add further independent evidence 
tending to reinforce an estimate near £591 million and suggesting that at 
least this is not too low. 

An alternative way of assessing the national income is to project back- 
wards the trends of certain ratios showing the relationship between wage- 
rates * and other forms of income. Owing to the great perseverence of 
G. H. Wood in his inquiries at the Board of Trade before 1909, it is possible 
to obtain a wide enough range of wage-rates for England and Wales, Scot- 
land and Ireland to prepare United Kingdom series separately for agriculture 
and industry reaching back to 1850. An important source is Wood’s 
unpublished bound volume, Rates of Wages and Hours of Labour, 1851-1906, 
a copy of which is in the Library of the Royal Statistical Society. The 
relevant material from this has been extracted by W. D. McMullen and 
combined with further data from Britisk and Foreign Trade and Industry, 
Cd. 4954, 1909, and an article by Bowley and Woc | in the Statistical Journal, 
1906, to form a series of the annual average of industrial wage-rates. 

A second index of industrial wage-rates was obtained by making an 


1 Economic History Review, April 1957. 
ie “National Income and Expenditure of the United Kingdom, 1870-1952, ”” Income and Wealth, 

es V. 

* The industrial and agricultural wage-rate series used in this comment are parts of two annual 
series for 1850-1947 prepared for an inquiry into economic relationships between agriculture and 
industry, and are described in Research Papers available at the Agricultural Economics Research 
Institute, Oxford. 
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unweighted average of the relatives for eight industries or trades, given by 
Wood in the Statistical Journal for 1909. These relatives refer only to 
selected dates from 1850 to 1906, but as the article containing them was the 
last of a long series and took into account all that had gone before, the 
relatives have been used as the basis for the series presented here (Table I), 
with interpolations by means of the first-mentioned index. Close agree- 
ment between the two was to be expected, and with 1906 as 100 both give 
69 at 1850. 

A series of average agricultural wage-rates was similarly obtained by 








| 
| 


extending an index for 1830-1914, published in the Nineteenth Abstract of | 


Labour Statistics, back to 1850 with the aid of Wood’s agricultural wage 
relatives. Basically, the resulting series refers to the payment for a full 
normal week without overtime,! and is thus comparable with the industrial 
series. Where allowances in kind are a recognised part of the weekly contract 
wage they are included in the series. The total money value of the average 
rate paid in 1914 to ordi::ary farm labourers has been assessed from records,’ 
mainly official, for England and Wales, Scotland and Ireland. It has been 
possible to check the nineteenth-century estimates, obtained by linking the 
index to the money rate for 1914, by comparisons with the agricultural wage 
studies of Purdy,* Wilson Fox‘ and Little.5 No subject appears to have 
been more exhaustively examined by statisticians than farm wages in the 
period 1850-1907. 


Ratios 


The true interpretation of ratios reflecting trends in the nineteenth 
century seems possible only by first taking into account the conditions which 
led to the Great Famine in Ireland in 1845-46, from which a million people 
died. Though the immediate cause was the failure of two successive potato 
harvests, the Famine was the outcome essentially of some thirty years of 
economic decline, during which the rapid growth in numbers was associated 
with a deterioration in the condition of the farm community to the point at 
which large sections of them were living perpetually on the verge of destitu- 
tion. They had become stripped of every basic resource except the potato, 
on which even their meagre livestock depended. After the Famine the 
recovery was only gradual. Thus in the period immediately following 
1846 every index purporting to show the economic position of British farm- 


1 In the years between Wood’s selected points from 1850 to 1880, however, entries have been 
interpolated by means of Bowley’s series, which relates to farm labour earnings. 

2 Labour Gazette; 17th and 22nd Abs. of Labour Stats; Report on the Financial Results of the Occupation 
of Agricultural Land and the Cost of Living of Rural Workers, Cmd. 76, 1919; Earnings and Hours Report, 
Cd. 5460, 1910; Report on the Operations of the Agricultural Wages Board for Ireland during Sept. 1917- 
Sept. 1921; Bowley, Prices and Wages in the United Kingdom, 1914-1920; Orwin and Feltos, 
F.R.AS.E., 1931. 

3 Statistical Journal, 1861, 1862. 

‘ # Cd. 2376, 1913. 
5 Royal Commission on Labour, 1891-94, The Agricultural Labourer, Vols. II, V. 
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ing was weighted heavily by the numbers? and stark poverty of the Irish. 
When the indexes began to show improvement it was partly because the 
Irish figures reflected recovery from an extreme depth of privation. 

Industrial workers in Ireland were by no means in the same plight. 
The few manufacturing firms which had survived the competition from 
Great Britain after the establishment of Free Trade in 1800-25 were obliged 
to pay wages high enough to prevent skilled workers from migrating either 
east or west, and builders were under the same compulsion. The average 
weekly rate for bricklayers, masons, carpenters and joiners, compositors and 
fitters, as shown in Wood’s data for Ireland, was 27s. 3d. in 1860, compared 
with 28s. 1d. in Yorkshire and Lancashire, 33s. 2d. in London and 23s. in 
Scotland. At that time the farm labourer in Ireland was receiving, on the 
average, only 6s. 5d. a week. The ratio of the farm labourer’s wage to the 
average for these industrial trades was thus 24% in Ireland, compared with 
a percentage for Scotland of 50; Wales, 55; London (agriculture: Kent, 
Surrey, Herts, Essex), 35; Yorkshire and Lancashire, 51; and South-west 
England, 45. 

Over the whole of the United Kingdom a comparison of the average 
weekly rate for farm labourers and the average for all classes of adult male 
industrial wage-earners, as assessed for the series in Table I, was 44% in 
1850, 48% in 1860 and 51% in 1880.2 Thereafter the depression in 
agriculture led to a decline to 46% in 1899. 

Table I, column 1, gives the annual estimates of the average of weekly 
wage-rates for adult males in industry in the United Kingdom; and the 
corresponding series for agriculture is in column 2. These two wage series 
provide the basis of the further ratios which will be used for assessing certain 
major parts of the national-income estimate to be compared with that of 
Miss Deane for 1850. 


Net Farm INCOME 


From and including the period 1870-73, the totals of the net income of 
British agriculture in Table II, column 2, have been compiled without 
reference to wages or other factor income.’ They represent the difference 
between total farm production—that is, the product of acreage, yield per 


1 The Census records a larger number of farmers ir. Ireland than in Great Britain throughout 
1851-1911. The number of contract workers on Irish farms was, however, less than in Great 
Britain during this period, and declined rapidly from 1851. 

* With the growth in the size of towns there developed important differences in urban and 
tural retail prices, the average excess of the urban over the rural level being estimated to be about 
11-12% in 1904.—* United Kingdom: Comparison of Urban and Rural Retail Prices,” Statistical 
Journal, 1953. 

; * The estimates are part of a series prepared for the Agriculture and Industry Enquiry. Con- 
tributors included A. J. Boreham, D. K. Britton, K. E. Hunt and F. D. W. Taylor; and assistance 
was given by E. M. Ojala in the initial stage. Methods of construction are described in the 
Agricultural Economic Society’s Journal of Proceedings, February 1953. The groups of years dis- 
tinguish phases in agriculture, whether determined by price changes or physical conditions. 

No. 273.—VOL. LXIX. H 
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United Kingdom: Industrial and Agricultural Wage-rates, and Non-farm 
Incentive Income per Man-Week 








Ratio of non- Ratio of non- 
Average of Average of 4 A Average of Average of : n 
. industrial agricultural — pono ge industrial agricultural — tno 9g 
weekly wage- | weekly wage- — nn weekly wage- | weekly wage- ecsniecd Leng 
rates. rates. -—— rates, rates. 
‘o (1). to (1). 
(1) (2) (3) (1) (2) (3) 
s @ s. d. % a & s. d. % 
1850 21 2 963 1882 37 3 13 6 99-3 
1851 21 5 9 4 1883 27 2 13 7 102-0 
1852 21 10 9 5 1884 26 10 13 8 99-1 
1853 23 3 99 1885 26 7 13 7 98-0 
54 23 11 10 7 1886 26 2 13 6 101-5 
1855 24 0 10 7 1887 26 1 13. 5 102-8 
1856 23 9 10 8 1888 26 8 13 5 107-7 
1857 23 4 10 9 1889 27 7 13 5 111-1 
1858 23 0 10 5 1890 28 9 13 7 111-9 
1859 22 9 10 5 1891 29 2 13 9 107-8 
1860 22 8 ll 0 1892 29 0 13 11 107°5 
1 22 11 11 0 1893 28 7 13 11 105-7 
1862 23 3 ll 0 1894 28 6 13 11 110-0 
1863 23 9 11 0 1895 28 «5 13 11 115-2 
1864 24 2 ae 1896 28 10 14 0 112-7 
1865 24 6 ll 6 1897 29 6 14 (1 113-0 
1866 25 6 ll 7 1898 30 3 143 115-7 
1867 25 2 ll 4 1899 311 145 115-6 
1868 25 1 ll 6 900 31 11 149 118-3 
1869 25 0 a +’ 1901 32 «0 14 11 113-3 
1870 25 2 12 1 98-3 1902 31 9 15 0 112-7 
we; 2? | Bi | we [ee] ge | Bi | BB 
1873 28 8 13 5 103-1 1905 31 0 15 3 115-7 
ml st | es | Se jae] es | Be | Be 
4 9 Pl 4- 
1876 27 10 13 10 98-1 1908 32 4 15 5 113-6 
1877 27 4 13 10 101-4 1909 31 11 15 5 117-0 
1878 27 3 13 10 99-8 1910 31 9 15 6 120-1 
1879 26 9 13 8 98-7 1911 31 11 15 8 119-8 
1880 26 10 13 6 98-1 1912 32 4 15 10 125°8 
1881 27 0 13 6 98-8 1913 334 16 3 125-9 


























acre and the farm-gate price for crops, plus the realisation value of livestock 
and their products, whether marketed or consumed by the farm households,! 
plus or minus the relevant inventory change—and, as principal deductions: 
(1) the value of British crops used for further production on farms; (2) 
inputs from outside British agriculture; (3) taxes on farm land, rates and 
tithe; (4) depreciation of fava and estate assets; and (5) payments by 
landowners to non-farm, nou-estate personnel for estate repairs. The 
difference between the two groups of items is “‘ net income” in the sense 
that it is the residual remaining to the factors or owners of factors, on the 
assumption that they maintain their assets in an unchanging efficient state. 
In comparisons with other historical estimates of farm output or income it 
will be found that thé definitions traditionally used have more nearly 
reflected “‘ gross product,” having taken little account of expenses (4) and 
(5) and the not inconsiderable item of tithe. 


1851 


The estimate for 1851, in column 2, is based on the strict definition of 
’ net farm income; but it is reached by the alternative method, that of 
1 Self-supplies are valued so far as possible as though purchased in local shops. 
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summing the separate assessments of net rent, interest, wages and the 
farmer’s incentive income for 1851. 


Net Rent 


The averages in column 3 are derived from an annual series originally 
covering 1867-1938.1_ This has been extended to 1851 to yield an estimate 
of aggregate net rent of £28 million, which, if it has a bias, is thought to be 
somewhat high.? 


Interest on Occupier’s Capital 


An annual series of occupier’s capital, 1867-1938, compiled by A. J. 
Boreham, gives a total for the United Kingdom of £477 million for 1867-69. 
His data have been reproduced in a smooth curve for comparison with 
contemporary estimates; and it is noticeable that the curve shows move- 
ments similar to those of our gross rent totals. The long-term agreement 
in the nineteenth century is particularly close: in both series there is a net 
fall of 22% from 1870 to 1900. If broadly uniform change is assumed 
between 1851 and 1867, the estimate of occupier’s capital for 1851 is £380- 
£390 million. At the current yield of consols plus 1%, the interest on this 
is about £16 million. 


1 “ Gross and Net Farm Rent in the United Kingdom, 1867-1938,” Journal of Proceedings oy 
the A.E.S., March 1954. 

* Gross rent, or the actual payment made by the tenant to the landowner, has been evaluated 
as an average per acre at certain dates by means of official and other land inquiries (see a summary 
by D. K. Britton in The Rent of Agricultural Land in England and Wales, 1870-1946, published by the 
Central Landowners’ Association, 1949). If the average gross rent per acre ascertained for any 
year be multiplied by the recorded national acreage, the resulting total rent may be linked to an 
annual index of rent per acre (e.g., op. cit.:: Memorandum by H. A. Rhee) and national acreage, 
to yield gross rent totals for all years covered by the index. This method gives convincing results 
for England and Wales for a period extending back to 1850. The graph of the aggregates of rent 
thus obtained shows a continuous interpretable relationship to the graph of the Schedule A valuation 
of land. Once the relationship is apparent, the Schedule A data can be used for imputing gross 
rent in conditions where there is no adequate basis for the first method. For Scotland and Ireland, 
reliance on the Schedule A returns, adjusted according to principles detailed by Lord Stamp in 
British Incomes and Property, is in fact often necessary. ‘The two methods, applied to 1851, lead to 
an estimate for the United Kingdom of slightly over £50 million. 

From this figure certain costs or charges, some of which have been mentioned, are deducted to 
obtain net rent: land tax, tithe, rates paid by the landlord, repair, depreciation, insurance and 
management, and the rental value of dwellings as distinct from farm buildings. (The value of 
house accommodation appears in columns 5 and 6 as part of the income of farmers and farm 
workers; and the landowner’s receipts from dwellings, on or off the farm, are in the difference 
between columns 9 and 10, with the receipts of other owners of house property.) 

The ratio of net rent to gross rent, on these definitions, is estimated to have been 55% in 1867. 
This percentage was above normal; the date falls in the middle of the Golden Age, and in good 
times the occupier more readily undertakes some of the many minor’repairs which are ordinarily 
the landlord’s responsibility. As the ratio of 55% has in fact been applied to 1851, to give the 
net rent figure of £28 million in column 3, this may be regarded as certainly not too low. 

* Farm Economist, Vol. VII, No. 6. The series represents the summation of annual estimates 
of livestock; machinery and implements; harvested crops, growing crops, cultivations and reserve 
cash; and other items. 
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Wages, etc. 


Farm labourers in 1851 received a weekly rate, including allowances in 
kind, of about 9s. 4d.,1 according to our estimate of the average for the 
United Kingdom; and following the principle adopted in the estimates for 
1867-1938 an addition of 6% may be made for the excess of earnings over 
the wage-rate. A further 3% ? increase in the average would probably 
account for the higher pay of bailiffs, managers and salaried workers, 
Included in the “ Wages, efc.,” is the “incentive income” of market 
gardeners, nurserymen and others who appear under agriculture in the 
census and contribute to agricultural output, but are not ordinarily classed 
as farmers. Their “ incentive income” is what remains of their income 
after deduction of the return to their property; and for 1851 it was probably 
duly covered by the total of 9% in excess of the average weekly rate for land 
workers. Including the recipients of this incentive income, there were 
approximately 2-2 million man-units * in the group receiving the “ wages, 
etc.,” in 1851, and their aggregate income in this category is estimated to 
have been not more than £58 million. 


Farmers’ and Relatives’ Incentive Income 


If the sum of the foregoing classes of income, net rent, interest and wages, 
etc., be deducted from total net farm income, there remains a residual which 
is the “ incentive income ” of the farmers and their relatives engaged on the 
work of the farm. It is their return for initiative, effort, management, 
decision and risk, or the return to the human factor as such. Theory would 
suggest that there must be some long-term relationship between this income 
per head and the level of farm wages, inasmuch as there is a continuing 
change of roles between independent producers and hired workers, and the 
inducement to assume the responsibility of entrepreneurship is likely to be 
reflected in some premium. However, in practice the premium varies 
widely according to market conditions. During the part of the Golden 
Age for which there are figures, 1867-78, the incentive income per man- 
unit in the farmer-and-relative group is estimated to have averaged 145% 
of the basic wage-rate in agriculture. In the later depression, 1879-96, 
when farmers clung to their vocation till driven out by bankruptcy, the 
average was barely 80%. In the further years to 1913 there was some relief 
from overseas competition and the downward pressure of prices, and the 
ratio for the whole period recovered to about 108%. 


1 The number of contract labourers in Irish agriculture in 1851 is uncertain, and the wagt 
series is probably high at that date owing to the under-weighting of the Irish component. 

® Reduced from the 4% allowed in 1867 because of the higher proportion of Irish in 1851 and 
on grounds of other trends. 

8 Women and girls are assessed at two-thirds of a man-unit and youths at two-thirds or three 
quarters according to the dividing age between adults and youths as shown in the Census. 
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The available evidence suggests that the season of 1851 was somewhat 
below normal. On the other hand, competition from abroad had reached 
no great intensity by the middle of the century, and the normal ratio itself 
may have been moderately high. It seems that a reasonable figure to adopt 
would be 110%, and that in any event this would not be too low. Applied 
to a wage-rate of 9s. 4d. and 0-8 million man-units, this gives an aggregate 
incentive income of £21 million. 

The summing of the four shares thus produces an estimate of net farm 
income in 1851 of £125 million as probably an upper limit. 


Non-FARM NET INCOME 


It is proposed to make an estimate of non-farm income for 1851 in two 
parts: the return to non-farm property; and the remainder, that is, non- 
farm incentive income, which may conveniently be considered first. 


Non-farm Incentive Income 


Table I, column 3, presents a ratio, the projection of which provides a 
basis for judging the level of non-farm incentive income per man-unit in 
1851. It is the ratio between the wage-rate computed for industry, in 
column 1, and the average per man-unit of non-farm incentive income.? 
This average is obtained by dividing the aggregate * of non-farm wages, 
salaries and profits, net of the return to property, by the total number of 
non-farm producers, whether independent or employed, reduced to man- 
units. 

Owing to the great expansion, as from the middle of the century, in the 
professional, banking, commercial and administrative classes—composing 
the new urban middle class, which in due course replaced the landowning 
community in every sphere of national influence—the rise in incentive 
income per head relatively to wage-rates persisted, in its general trend, till 
1913. If the data in Table I, column 3, be plotted, the trend line of the 
graph curves upwards into the nineteenth century; and when the line is 
projected back to 1851, the ratio which may reasonably be read at that 
date is about 94-97%.4 The possibility of there being a normal ratio less 
than 100% arises from the existence of numbers of small-scale producers 


1 1850 was appreciably worse, and for that reason there would have been greater difficulty in 
adopting it here as basis. 

* The money amount of the average is not shown except indirectly through the ratio in column 3. 

* From 1870 the aggregates have been derived as residuals from Prest’s national income 
estimates, Economic JOURNAL, 1948, by subtracting from these our totals for: (1) net farm income 
and (2) the return to non-farm property (see later). Prest’s series have been used by us since 1948 
as the foundation for analyses needed for the agriculture and industry inquiry. If, as the author 
thought, their bias might be towards understatement, this would tend to make the present non- 
farm residuals low; but the tests implicit in our analyses lead to the opinion that any understate- 
ment is very slight. 

* The difficulty of projecting the trend line is accentuated by the effect on the ratio of the three 
years of rising prices and prosperity 1871-73, and there is a fairly wide margin of doubt at 1851. 
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whose income, less an allowance for interest, is below the average wage- 
rate. This group was probably numerous in the days when machinery 
was still ousting independent craftsmen on a large scale. Moreover, con- 
cealed unemployment was no doubt widespread; and it may be noted that 
every pedlar, odd-job man and country itinerant registered in the census 
comes within the class receiving the incentive income. 

During a trade slump the ratio falls below its norm, inasmuch as profits 
receive the impact more severely than wage-rates. And when interest is 
deducted from profits at a relatively inflexible rate the residual incentive 
income declines more than proportionately to total profits. “This has con- 
siderable relevance for 1851, for according to Beveridge’s series of industrial 
activity * the year was 5% below normal. 

It would seem impossible to arrive at an exact figure for the ratio in 
1851, but for present purposes it will be sufficient to take an estimate of 97%, 
as being, on the evidence of both the trend of the curve of the normal ratio 
and the state of trade in 1851, not too low. When used in conjunction with 
a wage-rate of 21s. 5d. and 7-5 million man-units, this leads to an aggregate 
non-farm incentive income of £405 million. 


Interest and Rent on Non-farm Property 


Giffen’s method of assessing the value of an industry’s capital by multi- 
plying the annual profit or yield by an estimated number of years’ purchase 
has given unrealistic results when applied to farm capital, but it is more 
reliable for appraising non-farm property, the yield of which is ascertainable 
from tax records, and can be related fairly accurately to the capital entailed 
in production. For purposes of the difference between columns 9 and 10, 
in Table II, the estimates of property * have been derived from a sequence 
of statements based on Giffen’s method, including those which he published 
in The Growth of Capital. As it is desirable to use the same basis for the assess- 
ment for 1851, Giffen’s capital account for 1865 has been taken as the point 
of departure. Two ways of projection * to 1851 led to similar results. At 
an interest rate of 4-09% one method gave slightly more and the other 
slightly less than £85 million as the total return to non-farm property. 


1 This average rate takes no account of unemployment, and therefore the comparison in Table I, 
column 3, is between incentive income per man-unit and the amount which adult male wage- 
earners would earn if they received the weekly rate for fifty-two weeks in the year. 

2 Full Employment in a Free Society, p. 311. 

3 See Agriculture and Industry: Relative Income, 1956, p. 229—the report of the agriculture and 
industry inquiry. 

* One method consisted in dividing the non-farm capital items in 1865 into (a) house property 
and (5) business capital, so that the first could be linked back to 1851 by an index of houses drawn 
mainly from the census, and the other could be carried back by means of Stamp’s series of total 
profits assessed under Schedule D, in British Incomes and Property, p. 218. The second method was 
to interpolate a figure between Giffen’s broad estimate of £4,000 million for 1845—assuming a 
certain ratio of farm to non-farm capital at that time—and that of 1865, with the aid of indices of 
prices and business activity. 


j 
+ 
; 
| 








thi 




























1959] 





NATIONAL AND AGRICULTURAL INCOME 1851 


NATIONAL INCOME 


The aggregate emerging as net national income at factor cost is £613 
million. For reasons noted earlier the agricultural component of this, £123 
million, is thought to be somewhat high, having regard to the evidence that 
1851 was agriculturally sub-normal. Concerning the non-farm part 


Taste II 
United Kingdom: Income Distribution 















































Agriculture. 
Annual National , op . 
average. income. Total “ Farmer’s | Farmersand| .#!mer’s 
factor - Interest. ba incentive relatives mM. + 
income. — -_ income.” man-units. a ng 
(1) (2) (3) (4) (5) (6) (7) (8) 
£ mn. mn. £ mn. mn. £ mn £ mn. 000s 
1851 . 613-3 123-2 27-8 15-8 58-2 21-4 800 0-514 
1870-3. 1,022-5 154-7 35-8 19-9 55-1 43-9 812-7 1-038 
1874-8. 1,094-0 149-0 36-4 20-3 54-4 31-9 870-6 0-837 
1879-83 1,109-2 121-9 32-8 16-7 48-7 23-7 930-2 0-490 
1884-7, 1,138-3 114-6 29-0 15-6 45-7 24-2 932-7 0-499 
1888-91 1,341-0 115-9 26-4 14-6 44-7 30-2 926-8 0-627 
1892-6. 1,396-0 107-6 23-4 13-7 43-3 27-3 932-8 0-562 
1897-1902 1,668-3 115-0 21:8 13-3 42-7 37-2 946°8 0-756 
1903-5. ° 1,758-0 114-9 22-8 14-7 43-7 33-8 939-4 0-692 
1906-10 1,987-2 126-7 24-5 15-2 44-6 42-4 922-4 0-884 
1911-14 2,260-5 143-4 26-5 17-6 47-6 51-7 917-8 1-084 
Non-farm enterprise. 
, : stents Incentive 
Annua Nationa on-farm income ratio 
average. income. - ee ate —— incentive (8): (12). 
income. income. man-units. potest cag 
(1) (9) (10) (13) (12) (13) 
£ mn. £ mn. £ mn. 0v0s £ % 
1851 613-3 490-1 405-1 7,500 1-039 49-5 
1870-3 1,022-5 867-8 669-1 9,577-7 1-343 17-3 
1874-8 1,094-0 945-0 714-6 9,909-6 1-387 60-3 
1879-83 1,109-2 987-3 124-3 10,373-8 1-342 36°5 
1884-7 1,138-3 1,023-7 736-1 10,684-0 1-325 37-7 
1888-91 1,341-0 1,225-1 935°5 11,697-0 1-538 40-8 
1892-6 1,396-0 1,288-4 996-6 12,121-4 1-581 35:5 
1897-1902 1,668-3 1,553°3 1,227-3 13,220-3 1-786 42-3 
5-5 . 1,758-0 1,643-1 1,255-1 13,735°5 1-758 39-4 
1906-10. 1,987-2 1,860-5 1,416-8 14,379-7 1-895 46-6 
1911-14, 2,260-5 2,117-1 1,593-2 15,419-9 1-987 54-6 

































assessed at £490 million, it is less easy to comment definitely, as the scope 
for error is greater; but 1851 was an industrially poor year, and it seems 
that the allowance for this is more likely to have been too little than too 
much, and that the resulting aggregate has an upward bias. 

In so far as a figure in the neighbourhood of £613 million can be accepted 
as not too low, it would suggest that the estimate of £591 million given by 
Phyllis Deane for the previous year was also not too low if the conditions of 
the particular year are taken into account. Beveridge’s index of industrial 
activity was 8-6% below the current normal in 1850, and the price index 
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was 107 ! compared with 130 in 1847 and 138 in 1854. The season of 1850 
was reported to be one of great agricultural distress.* 

In the comparison between Levi’s national income total of £588 million 
for 1851 and the “ implicit estimate ” of £690 million for 1850 derived from 
Mulhall’s data, the evidence thus favours Levi’s result, though this may be 
low by, say, 1-3%. Asa round figure, a national income of £600 million 
for 1851 may be held in mind and regarded in the same light as the approxi- 
mate assessment of £2,000 million for 1907, a key date marked by the 
taking of the first Census of Production. 


Rate of Expansion 


The significance of 1851 rests not merely on its being a convenient base 
year at the start of the second half of the century; it was also near the 
beginning of a phase of unprecedented national investment. The great 
expansion of railway transport and shipbuilding, coupled with coal-mining, 
mechanisation and mass production in factories, joint-stock enterprise, 
banking and commerce, which took place in the third quarter of the century, 
was the prelude to the immense outpouring of goods and the comprehensive 
rise in the level of consumption in the fourth quarter. Inasmuch as the 
growth in instruments of production and economic organisation denoted a 
rise in the incomes of investors and administrators, the accompanying rise 
in the national.income was both appreciable and unevenly distributed. If 
the national income in 1851 be assumed to have been between £600 million 
and £613 million the rise in real income per head from that date to 1878— 
a year of transition at the end of the Golden Age of Agriculture—would 
appear to have been about 27-30%. The increase in agricultural real 
wage-rates exceeded this, partly because the level was much depressed in all 
parts of the Kingdom in 1851. But the rise in industrial wage-rates, in 
real terms, was only 15% according to our series based mainly on Wood’s 
material.’ 

J. R. BELLERBY 
Agricultural Economics Research Institute, 
Oxford. 


1 Jevons index reproduced in Layton and Crowther, The Study of Prices, Third Ed., p. 237. 
Sauerbeck’s figure for 1850 is 91, between 112 (1847) and 120 (1854). 

2 R. J. Thompson, Statistical Fournal, 1907. 

3 It is not impossible that Wood’s collection contains a disproportionate number of series for 
skilled or other organised trades whose wages were relatively high in 1851 and showed a less than 
average rise from that date to 1878. If, however, the average derived from his series had an 
upward bias in 1851, there is stronger reason for judging a national-income estimate of £613 
million for 1851 to be a maximum, and for considering Miss Deane’s appraisal of £591 million for 
1850 to be a maximum also. 
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INTERNATIONAL ECONOMIC DEVELOPMENT 


Tue three books that will be discussed in this article 1 mark Dr. Myrdal’s 
entry into the field of the economics of under-developed countries and their 
development. The entry is massive, not only because the author is a lead- 
ing social scientist and former international administrator, but also because 
of the sheer bulk of these volumes. Although they are bound to be influen- 
tial, albeit in the limited sense of supporting already fashionable and widely 
held points of view and lines of approach which are rarely examined criti- 
cally, the books may disappoint not only those who recall his earlier con- 
tributions to monetary theory but also many of those who, in the present 
field, sympathise with his proposals for policy. This disappointment may, 
I fear, arise because the books provide so little in the way of new knowledge 
or new insights; and the most substantial, An International Economy, seems to 
me to fall seriously short of its author’s expressed objectives “ to state [his] 
premises explicitly, get the facts straight, and think things out stringently ” 
(Preface). The books do, however, deserve serious attention as presenting 
a comprehensive exposition and convenient examples of the most influential 
and widely held ideas on under-developed countries and economic develop- 
ment. In discussing the following I shall try to keep distinct arguments 
based on technical economic reasoning or on empirical evidence from those 
stemming from a political position. 

Since the books cover an immense field and a vast range of topics, a 
teview which attempts to deal with the most important issues inevitably 
has to wander far afield. I shall begin (Section I) with some comments 
on Dr. Myrdal’s explicit methodological position which underlies the 
whole treatment. A second section summarises his central argument. 
The principal elements within the argument are discussed in Sections 
III-VI, followed in Sections VII-IX by a discussion of his main policy 
concepts and proposals. 


1 An International Economy: problems and prospects. By Gunnar Myrdal. (London: Routledge 
& Kegan Paul, 1956, pp. xi + 381. 37s. 6d.) 

Development and Under-development: A note of the mechanism of national and international inequality. 
ByGunnar Myrdal. National Bank of Egypt 50th Anniversary Commemoration Lectures. (Cairo: 
National Bank of Egypt, 1956, pp. 88.) 

Economic Theory and Under-developed Regions. By Gunnar Myrdal. (London: Gerald Duckworth, 
1957, pp. xii + 168. 18s.) 

The general argument of these three books is essentially the same. The first (referred to here 
as International Economy) is the more substantial; references to the other two books (quoted as 
Cairo Lectures and Under-developed Regions), the presentation of which is somewhat clearer and 
crisper, help to interpret the author’s meaning when the exposition of the larger book is 
ambiguous. 














THE ECONOMIC JOURNAL 





[MARCH 


I 


Dr. Myrdal writes in the Methodological Appendix to An International 
Economy: 

“There is no way of studying social reality other than from the 
viewpoint of human ideals. A ‘ disinterested social science ’ has never 
existed and, for logical reasons, cannot exist. The value connotation 
of our main concepts represents our interest in a matter, gives direction 
to our thoughts and significance to our inferences.” 

“‘ The recognition that our very concepts are value-loaded implies 
that they cannot be defined except in terms of political valuations. It 
is, indeed, on account of scientific stringency that these valuations 
should be made explicit. They represent value premises for the scienti- 
fic analysis; contrary to widely held opinions, not only the practical 
conclusions from a scientific analysis, but this analysis itself depends 
necessarily on value premises.” } 


I find this difficult to accept. The principal concepts of economics are 
surely not value loaded; for example, concepts of opportunity cost, demand 
and supply as functions of price, the volume of output or of imports and 
exports, the consumption function and the multiplier, and the devices of 
aggregation, general and partial equilibrium analysis and period analysis.’ 
This is true also of such positive propositions as the law of demand or the 
conditions of price discrimination. 

Dr. Myrdal’s methodology, and with it much of his argument, seems to 
me to be vitiated by failure to distinguish between positive and normative 
propositions, a distinction which is essential in discussions on method, 
analysis and policy. The substantive propositions of positive economics 
embody the discernment of uniformities underlying the diversity of pheno- 
mena. Their validity is entirely independent of political positions.* But 
equally they are insufficient for policy recommendations, since these depend 
on assessments of the probable results of particular courses of action on the 
total social situation allowing for administrative and political possibilities; 
and also on value judgments, notably concerning alternative types of society 
and social arrangements. Thus, when policies are proposed, value pre- 
mises and, more generally, bases for recommendation should be set out. 
But this is very different from the suggestion that the validity of economic 
propositions depends on value judgments; that they are scientific only if 
these are stated; and that the statement of value judgments confers scientific 
status on a proposition; or that their value and significance depends on 
their contribution to goals of policy.‘ 

The significance of a scientific proposition depends primarily on its 


1 International Economy, pp. 336-7. 

? This freedom from value loading does not, of course, in itself establish their usefulness. 

3 The same applies to the useful tautologies which serve as an analytical filing system of econo- 
mic theory. 

* On this argument scientific significance would be conferred on the biological theories of the 
National Socialists if that party returned to power in Germany. 
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generality and depth; ? and in a phenomenal subject its validity depends 
on conformity with observed phenomena. Of course, there is often dis- 
agreement in the interpretation of phenomena which may or may not stem 
from a political position. Further, the field of study selected may be much 
affected by a political position. But this does not bear either on the sig- 
nificance or on the scientific value of a proposition. 

The following appear to be some of the inevitable results and implica- 
tions of the author’s methodological position. It confuses the advancement 
of knowledge with the promotion of policy. It obscures the meaning of 
achievement of results: instead of meaning the establishment of successful 
and illuminating generalisations, it comes to mean the achievement of 
particular aims of policy. It prevents assessment of the competence of 
reasoning and of the validity of propositions, and thus also the establishment 
of minimum standards of technical competence, since criticism can always 
be ascribed to political differences. It destroys all possibility of reaching 
agreement even on elementary propositions, and it also prevents definition 
of the grounds of disagreement. It implies that the logical status of all 
propositions in economics is equal, because their validity depends on political 
acceptability or on their political results, and not on internal consistency or 
on correspondence with empirical evidence. This in turn spuriously justi- 
fies in academic and scientific work the emergence of political statements 
which do not reflect and promote systematic reasoning, though they may 
advance the social causes espoused by the author. Such a position destroys 
economics as a systematic discipline. 

Although his position is untenable, Dr. Myrdal has rendered a great ser- 
vice with the statement of his position. Henceforth disregard of these im- 
portant issues of method will be much more difficult, both because he has 
had the courage explicitly to state a position which is widely accepted 
implicitly or even subconsciously; and also because these books reveal the 
results of its thoroughgoing espousal. 


II 


The main theme of these books is world economic integration. An 
economy is integrated if its members have equal opportunities, which implies 
substantial equality of wealth and income. But the unchecked operation of 
social forces, especially of the market mechanism, is towards cumulative 
disequilibrium and disintegration by a process of circular cumulative caus- 
ation. The few developed countries have become largely integrated internally 
through state action helping poor people and depressed industries. Very 
different is the position of the under-developed countries in which live over 

} That is on the penetration required to discern the uniformities which they embody. It is 
a valid generalisation that human beings are born with two legs, but this is of no significance 
because it is obvious. The recognition that Mendel’s Law applies to all forms of life is of very great 


interest and significance, because it is far from immediately obvious that the laws of heredity are 
the same for all living organisms. 
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two-thirds of humanity. Poverty and colonial rule have prevented their 
national economic integration, and have set up a wide and widening gap 
between the developed countries (often termed by Dr. Myrdal the privileged 
and upper crust, or upper class of nations) and the under-developed coun- 
tries (often termed the under-privileged nations). This disparity, the result 
principally of the cumulative tendency towards inequality in the absence of 
world government, is the outstanding example of disintegration in the world 
to-day. 

Without deliberate large-scale national and international action this gap 
must widen further until it results in a world political catastrophe. Large- 
scale government planning is necessary to integrate and develop the stagnant 
under-developed economies. Internationally the under-developed coun- 
tries must combine to increase their bargaining power; and developed 
countries must abandon their unsympathetic attitude, which is a partial 
cause of the desperate poverty of the under-developed world, and assist it 
chiefly by capital and income transfers, by raising or stabilising their export 
prices, by assisting them in their national planning, by refraining from forc- 
ing their own exports on the under-developed countries, and by reducing 
the barriers facing exports and to some extent immigrants from the under- 
developed world. 


III 


The position and prospects of the under-developed world are Dr. Myr- 
dal’s overwhelming concern. Two basic arguments underlie and pervade 
the treatment. One is that all economic propositions are political state- 
ments. This follows from the methodological position already examined. 

The second proposition, the general operation of circular cumulative 
\ causation, is the cornerstone of the whole discussion. The author argues 
that circular cumulative causation, which he describes as his main hypo- 
thesis, is the general rule in social life, and that the vicious circle of poverty 
and the stagnation it implies constitutes an important example of this 
phenomenon. However, this is a simple assertion, the general validity of 
which is readily refuted by observation. Poverty is compatible with even 
rapid advance if this is of recent origin, and has begun from a low level. 
This is the position of many, indeed most, under-developed countries and 
regions which have only in recent decades begun to develop materially. 
The identification of poverty with stagnation in effect confuses a low 
economic level with a zero rate of change. 

The general validity of the thesis of the vicious circle of poverty is refuted 
by the experience of individuals and groups throughout the world in rising 
from poverty to prosperity. It is also refuted by the very existence of de- 
veloped countries, all of which began in an under-developed state, and also 
by the more recent experience of many under-developed countries, especially 
in South-East Asia, Africa and Latin America, which have progressed 
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rapidly. It is also contradicted by the frequent changes in industrial and 
commercial leadership between different nations, both in general economic 
attainment and also in the position and performance of particular industries. 
Indeed, if it applied so generally, there would for centuries past have been 
only one developed country constantly increasing its lead over the others. 

The poverty, stagnation or even retrogression of the under-privileged 
nations, and the consequent ever-widening economic inequality, are a 
principal theme of these books. 

“ The trend is actually towards greater world inequality. It is, in 
fact, the richer countries that are advancing while the poorer ones, 
with the large populations, are stagnating or progressing much more 
pny . . for mankind as a whole there has actually been no progress 
at all. 

“TI have chosen to focus attention on one particular aspect of the 
international situation, namely the very large and steadily increasing 
economic inequalities as between developed and under-developed coun- 
tries . . . these inequalities and their tendency to grow are flagrant 
realities.” ? 


No evidence is offered for this opinion beyond reference to two articles, one 
by Dr. H. W. Singer, the other by Professor P. N. Rosenstein-Rodan, which, 
however, do not provide evidence either. This is not surprising. There are 
no series of national-income figures for any Asian or African country before | 
° . . oa \ 

the First World War, and only a few hazardous estimates for individual 
years or periods of the inter-war years. Even if they were available, there 
would be serious difficulties in interpreting the statistics and even greater 
difficulties in drawing meaningful comparisons because of fundamental 
changes in the conditions of existence in many under-developed countries 
over this period. Neither Dr. Myrdal nor these articles discuss either the 
national income figures in the developed countries or in the under-developed 
countries over the relevant period (the last half-century), nor any other 
information on the absolute or relative position of different countries, nor 
do they mention the extreme heterogeneity of the under-developed world. 
The references to the ever-widening inequality, retrogression, stagnation 
“ bottomless misery are obiter dicta, based on an axiomatic and inadmis- 
sible identification of low per capita incomes with stagnation.* 

1 International Economy, pp. 1-2. 

® Cairo Lectures, p. 7. 

3 Dr. Myrdal writes ‘‘as Mr. H. W. Singer has rightly pointed out, world real income per 
capita, and with it the standard of living of the average human being, is probably lower than twenty- 
five years ago, and perhaps lower than in 1900, because the nations that have rapidly raised their 
economic standards have been a shrinking proportion of the total world population ”’ Jnternational 
Economy, p. 2 [my italics]. The relevent passage in Dr. Singer’s article reads: “If we define 
the ‘ average’ world income as that of the median world citizen, the spectacular improvement 
which has occurred at one extreme and which has fascinated economists and other observers 
becomes irrelevant ” (‘‘ Economic Progress in Under-developed Countries,” Social Research, March 


1949, pp. 2 f., quoted in International Economy, p. 341). Quite apart from the absence of statistics, 
these passages rest on an unwarranted use of the concept of the average. The median income 








110 THE ECONOMIC JOURNAL [MARCH 


Dr. Myrdal suggests that “ the economic level at which they [the under- 
developed countries] start is in most cases very much lower [than the starting 
point of developed countries].” 1 As it stands, the statement eludes precise 
interpretation, since the historical starting-point for the now developed 
countries is not indicated. Other contexts in these books refer to the 
industrial revolution of the eighteenth century as the starting-point for these 
comparisons. This approach neglects the long period of progress of Western 

“Europe, including Great Britain, before the eighteenth century, a process 
which extended over many centuries. At times (indeed usually) Dr. 
Myrdat ignores this long-process altogether, while at other times he gréatly 
underestimates its significance. The present under-developed countries, 
most of which began to develop only recently, cannot be expected to reach 
‘the level of developed countries in the space of decades; and there is nothing 
abnormal or paradoxical or inherently cumulative in the disparity between 
them and the developed world. There is no prescriptive right or general 
law that all communities must develop simultaneously and equally.? 

While the author stresses cumulative processes, it is odd that the dis- 
cussion is nevertheless static, because it is so often timeless, in that it ignores 
the relevance and importance of differences in starting-points on the road 
of progress, or in the length of period over which certain processes have 
occurred. Yet consideration of the period of certain processes, and the 
dating of turning-points, are essential to dynamic treatment. 

Dr. Myrdal applies the thesis of increasing inequality to the different 
regions of the same country in the absence of deliberate government action; 
this is premised chiefly on differences in capital, transport facilities and 
education. This again, however, is contradicted by much historical evi- 
dence. The unsubsidised development of manufacturing industry in the 
North of England, away from the established centres of industry and com- 
merce, is only one example. The decline of industry in South Italy follow- 
ing the removal of tariffs with the unification of Italy, is instanced as a 
particularly well-documented example of the damage to a backward region 
through unification with a more advanced area. The simple question is 
not asked how the South has been able to pay for the industrial products of 
the North. The decline of particular activities previously subsidised by the 
rest of the region does not in the least indicate that the region as a whole has 
been affected adversely by a particular change. The removal of tariffs and 
of other barriers to mobuity following the unification of Italy, widened the 





could fall even if individual incomes rise everywhere, if population in poorer countries increased 
much faster than in richer countries. 

1 Under-developed Regions, p. 98. This is one of many passages referring to initial differences 
in wealth and income between developed and under-developed countries without specifying 
either the starting point or the length of the process. 

* The remarks in the text do not imply acceptance of the state of under-development of large 
parts of the world, nor are they a plea for laissez-faire or any other particular type of policy. These are 
matters quite different from the criticisms of Dr. Myrdal’s treatment of the process of development. 
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range of alternatives open to the people of Southern Italy; and the extension 
of the range of choice normally benefits rather than harms a population. 
Besides identifying an historical change with a functional relationship, this 
treatment identifies one sector in a region with the economy of the region 
as a whole, that is, it ignores the transfer of resources between sectors. There 
are also other instances in these books of an unwarranted identification of 
the performance of one sector with that of the whole economy, which are 
likely to mislead the unwary reader. 


IV 


In Dr. Myrdal’s view the developed countries have contributed to the 
plight of the under-developed countries, especially through the effects of 
|colonialism and the operation of the international demonstration effect. 

The treatment of the economic results of colonialism seems to me at times 
ambiguous. On occasions the author implies? that it has raised material 
standards in the colonies. But more often he suggests that it has retarded 
progress by discouraging wider economic contacts, by promoting economic 
activities benefiting the metropolitan countries and especially by preventing 
the pursuit of policies designed to promote the general economic develop- 
ment of the colonies.? Yet politically independent countries in Asia and 
Africa are among the most backward, usually much more so than the 
neighbouring colonies. Again, some of the former colonies became pros- 
perous while they were colonies, and this indeed paved the way for their 
political independence. Further, the developed countries were already far 
ahead of the under-developed countries before the Industrial Revolution, and 
the differences had become even more marked by the time large parts of the 
under-developed world came to be colonised in the nineteenth century. 
Dr. Myrdal is—I cannot help feeling—prepared to strain language to be 
able to suggest that extraneous powers are in part responsible for the poverty 
of the under-developed world. This is exemplified by his frequent use of 
the term colonial economies to refer to independent sovereign countries 
whose policies are not controlled by other governments. This usage 
identifies poverty with colonialism, and thereby empties the latter term of 
all meaning. 

Dr. Myrdal argues that colonialism has prevented the governments of 
under-developed countries from pursuing deliberate policies of economic 
development. This argument seems to me to be built on the assumption, 
explicit in the discussions on policy, and implicit throughout these 
books, that economic progress is largely a matter of government policy. 
Whatever is thought about the general validity of this assumption, it is not 
clear what sort of intervention by efficient independent governments would 

1 For instance, Under-developed Regions, p. 56. 


* For instance, Cairo Lectures, pp. 53-5, 75, 76; International Economy, pp. 100-2, 168, 225; 
Under-developed Regions, pp. 57-9, 74. 
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have accelerated development in eighteenth- and nineteenth-century Africa 
and Asia. But it is certain that no conscious development policies would 
have been pursued by the rulers of the remains of the Mogul enipire and of its 
successor states, by the local sultans of South-East Asia, or by African chiefs, 
The mere presence of developed countries is thought by Dr. Myrdal to 
have damaged the under-developed world through the international demon- 
\geemeions effect, which discourages the small amount of saving which might 
otherwise take place. But is it not the case that now, as in the past, the 
\most advanced of the under-developed regions and sectors are those in 
contact with developed countries? Contact with more advanced economies 
may indeed suggest new wants, but these can be satisfied only if incomes are 
first earned to purchase the consumer goods, and this usually requires saving 
and investment, invariably so when it requires the replacement of subsistence 
cultivation by production for exchange. Moreover, these contacts generally 
suggest new methods and the introduction of new crops, and also provide 
markets. Thus they induce higher economic performance, especially by 
encouraging agriculturalists to produce for sale. Dr. Myrdal’s treatment 
appears to ignore the influence of the real reward in the exchange sector and 
of consumption prospects on the supply of effort and saving. This is surely 
unwarranted, especially in under-developed countries, where subsistence 
production is large, and the extension of the exchange sector an important 
factor in development. These contacts also often result in the import of 
_ capital, and in the import of entrepreneurial, technical, and administrative 
skills, or their acquisition by the local population. There are also other 
objections to the suggestion that under-developed countries are harmed by 
contact with more advanced economies. Thus the population of these 
\countries can imitate the saving and investing habits as well as the con- 
sumption habits of the more advanced countries. Further, there are generally 
some rich people in under-developed countries, so that the demonstration 
effect can operate even in the absence of international contacts. 

Dr. Myrdal recognises, albeit reluctantly, the presence of advanced and 
advancing (in fact often rapidly advancing) countries, regions, sectors and 
activities in the under-developed world. Following other influential 
writers, he refers to these as enclaves carved out of the local economies by 
the advanced countries, as colonial types of economic activity, which do not 
serve to improve the economic position or prospects of the local population.’ 
Thus the thesis of the vicious circle and stagnation appears to remain 
intact: But the thesis of the alien enclave is no more securely based than 
the main argument. First, the fact that foreign personnel, enterprise and 
capital played a large part in the development of these advancing sectors 
does not mean that the process has not benefited the local population. The 
suggested contrast or incompatibility of interest is spurious, and ignores the 


1 For instance, International Economy, pp. 100-2, 1C7, 168, 225; and Cairo Lectures and Under 
developed Regions, passim. 
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complementarity of resources. Again, there has generally been no single 
centralised force acting in this sphere as a representative or agent of the 
interests of the developed countries. Moreover, in many instances the pro- 
gressive sectors are largely, or wholly, owned and operated by members of 
the local community. For instance, all West African agricultural exports, 
including such world staples as cocoa, groundnuts and oil-palm products, 
are produced entirely by Africans on their own lands, and the same applies to 
the bulk of South-East Asian and South American exports. In all these 
areas the local population also has a large share in the transport, distribution 
and simple processing of these exports, and in the distribution of imports. 
The same holds also for the often appreciable commercial, transport and 
industrial activity for sale locally or even for export, as in Hong Kong, 
Puerto Rico, India and Pakistan. But even when the enterprises in the 
advanced sectors are foreign, they usually still assist development by con- 
‘tributing to government revenues, by spreading skills and generally by 
promoting the exchange economy. 

These sectors are not enclaves cut off from the rest of the economy, but 
ifocal points, the points of first impact, of development, a process which always 
affects certain activities and regions first, from which it spreads to the rest 
of the economy. ‘The time this requires depends, among other factors, on 
the qualities of the population, on institutional factors and on physical 
communications. There is nothing unusual or abnormal in the uneven 
\regional or sectoral incidence of economic progress.1_ There are countless 
examples in the most highly developed countries. 

The practice of regarding the more rapidly advancing regions anc sectors 
(at times even to entire countries) as enclaves has now become general in 
the literature on under-developed countries. The appeal of this catch- 
phrase seems to stem in part from the spurious reconciliation it offers 
between the manifest evidence of progress in many under-developed coun- 
tries and the thesis of the vicious circle of poverty, which is both the corner- 
stones of the current orthodoxy on development of which Dr. Myrdal is now 
a leading exponent, and a basis for far-reaching proposals for policy. The 
sharp and clear-cut contrast between a progressive but alien enclave and 
the stagnant local economy is also more readily intelligible and more con- 
genial to current intellectual habits than that of a varied economic landscape, 
of differing levels of attainment and rates of advance. The habitual 
reference to advancing sectors in under-developed economies as alien en- 
claves serves to obscure the process by which developed economies made 
their initial advances, and it is also likely to prevent us from sitieetiod 
this process in the contemporary under-developed world. 


1 In this context also Dr. Mydral seems to regard as reprehensible any difference in rates of | 
development or levels of attainment. Though it is not disputed that in Latin America the advanc- 
ing sectors are largely locally owned and administered, he notes with disapproval that progress (in 
fact rapid progress) has been uneven, and that certain areas have advanced much further than 
others. For instance, international Economy, p. 152. 
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In describing the social landscape of the under-developed world, Dr. 
Myrdal presents a picture of rigid, highly stratified societies, with groups 
privileged in wealth, power and status lording it over under-privileged 
masses; and the more backward the country, the wider the inequalities. 
‘This deep disintegration is, again, as he pictures it, evidence of circular 
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umulative causation, since the stagnant and impoverished countries do not 


have the resources necessary to achieve the integration required for economic 


progress. 


In fact, economic inequality is by no means general in under-developed 


countries; much of what inequality exists does not reflect privilege; nor is 


economic equality necessarily evidence or instrument of economic develop- 


ment, or inequality an obstacle to its achievement. 


Over large parts of the 


under-developed world, and especially in the most backward areas of Africa, 


and South-East Asia, the social landscape is not that of wide inequality, but 
rather one of masses of undifferentiated people. 


Moreover, some of the 


most striking examples of inequality do not reflect privilege in the accepted 
sense of the term. Originally penniless immigrants or their sons are the 
richest people in South-East Asia, and the wealth of Indians in East Africa 
and Lebanese in West Africa has been accumulated by poor unprivileged 


immigrants or their descendants in one or two generations. 


Throughout 


the under-developed world there are often rich indigenous merchants, 
industrialists, executives, professional men and even agriculturalists, who 
were not beneficiaries of inherited wealth or official favours. 
equalities are thus bound up with differences in economic qualities, such as 
perception of economic opportunity, industry, thrift, persistence, unrelated 


to special privileges or institutional or monopolistic restrictions; and, of 


These in- 


course, in some cases they result from sheer luck. Such differences in apti- 


tudes are just as real as, say, those in physical appearance. 


These may or 


may not be regarded as justification of differences in wealth, but they are 
certainly not the result of privilege. 

Though at times his treatment is ambiguous, Dr. Myrdal seems to 
suggest generally that people’s capacities and qualities are fundamentally 
equal, and that differences in attainment and prosperity reflect the opera- 
Complex and debatable issues are raised by such 
questions as the different grounds on which different types of material in- 
equality, or different policies for reducing inequality, may be justified; and 


tion of external factors.” 


1 Especially International Economy, Chapter XII: cf. Cairo Lectures, p. 48: 
correlation to their poverty they are ridden by internal economic inequalities . . . 


” 


“In a rather close 


2 Thus he writes: ‘‘ As we know, modern research has in the last half century gone a long way 
to prove scientifically the correctness of this essential kernel of the naturalistic doctrine of human 
equality with respect to natural endowments and thereby justified the environmental approach 
in the social sciences which lays the basis for rational radicalism in social reform.’’ Under-developed 
Regions, p. 108. And later, p. 113, he adds that recent research has confirmed “ that as a general 


rule men are equally endowed by nature.” 
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again the concept of responsibility for one’s fortune is not simple. It could, 
of course, be argued legitimately that those less intelligent, able and enter- 
prising should be comforted and compensated for their disabilities by redis- 
tribution. But at any moment of time there are real and wide differences 
between individuals and groups in relevant economic capacities. These 
differences are almost certainly not fixed for all time, but they are real and 
relevant over decades or even centuries.1 The treatment here reflects, and 
is likely to reinforce, two related opinions, which are difficult to substantiate 
but are widely held and influentially advocated. These are that there is no 
significant difference in economic qualities between individuals and groups, 
even at any given time or over any given period; and that differences in 
economic attainment and progress are abnormal and reprehensible, calling 
for special explanations of their presence and for far-reaching policies for 
their removal. 

Inequality of wealth need not be an obstacle to economic advance. For 
example, the accumulated wealth of the Chinese immigrants of South-East 
Asia, which implies a high degree of economic inequality conventionally 
measured, has obviously not retarded economic advance. It reflects largely 


ithe result of the performance of economic services, and the fruits of saving 
‘and of re-investment of profits. The prospects of higher incomes and of the 


possibility of accumulating wealth have attracted enterprising people of 
various races to South-East Asia, and elicited a supply of productive effort, 
enterprise, saving and investment. 

Moreover, a differentiated social structure may be both a reflection and 
an instrument of economic development, particularly where social inter- 
course and mobility are reasonably free. Such a social structure, which 
emerges only after a long period of social and economic progress, is congenial 
to further and accelerated development. It conduces to long views in 
economic decisions, since in such a society people are apt to consider their 
descendants; and at the same time such a society is compatible with mobility 
and flexibility, and with a spirit of experimentation and curiosity, which is 
indeed encouraged by the perception of differences. 


VI 


The treatment of a number of more specific topics deserves closer 
examination. They are selected on two grounds. First, they treat of issues 


1 In the general context of material inequality an important problem of measurement may 
be noted. The meaning of a given measure of inequality is very different if the composition of 
the different social groups is stable or is changing rapidly. Even a large measure of apparent 
material inequality is compatible with a high degree of equality over a period of time if the com- 
Position of the different groups is very unstable. The composition of, say, the upper 5% of 
wealth owners and income receivers is likely to change much more rapidly in South-East Asia 
than, say, in India. This is usually neglected in discussions on inequality, necessarily by Dr. 
Myrdal, who believes in the well-nigh universal operation of circular cumulative causation. Be- 
sides the political implications of its recognition, this would also throw into relief some of the con- 
ceptual and statistical problems of inequality and its measurement. 
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in which the author’s discussion is more clear-cut. Second, the selected 
issues will be recognised as being prominent in current discussions of under- 
developed countries, both in academic discussion and in proposals for 
policy. 

(a) Dr. Myrdal subscribes to the familiar view that savings are unproduc- 
tive if the proceeds are used for the purchase of land.’ But if some people 
consume less than their incomes, they make available resources to the eco- 
nomy. Their contribution may be offset by the dis-saving of others, but 
this is unaffected by the nature of the assets bought by the savers, except on 
peculiar assumptions (which would need to be specified), especially of 
general unemployment of all types of productive resources which is clearly 
inapplicable to under-developed countries. 

(6) Fluctuations in the export proceeds of primary producing countries 
are said to lend an inflationary bias to these economies.? In fact, both in 
Africa and Asia deflationary forces were prominent throughout the inter- 
war period, as well as in earlier times. The frequent inflations in Latin 
America over this period can be attributed more properly to a failure to 
control the supply of money rather than to the composition of their exports. 
The discussion of this subject seems to me confused. For instance, he 
argues that an increase in export proceeds sets up inflationary forces. But 
this does not happen when the supply of imports is elastic.® 

(c) Balance-of-payments difficulties are regarded by Dr. Myrdal as 

.chronic and indeed necessary in progressing under-developed economies, 
especially primary producing countries. This view is widely held at present. 
Yet it disregards the infrequency, or even absence, of such differences, both 
in the early history of the developed countries, and also in the comparatively 
recent history of rapidly developing under-developed economies or primary 
producing countries, including North America, Australasia, South-East 
Asia, West Africa, Hong Kong and many others.‘ Neither in this context, 
nor in his discussion of the dollar. shortage, does Dr. Myrdal consider or even 
mention the rate of exchange; and he mentions only most perfunctorily the 
relevance of monetary policy. Again, Dr. Myrdal urges priority in the 
national plan for exporting and for import-saving activities, without stating 
that this is economic only if the exchange rate is over-valued in some defined 
sense. Only then will the proceeds of exports (or the saving in imports) 
yielded by a given volume of resources and expressed at the official rate of 
exchange under-state their contribution to the national income compared 
to other uses. Characteristically, the principal discussion of this range of 


1 International Economy, pp. 183, 203. 

® Especially International Economy, pp. 240-2. 

% With a fixed rate of exchange, an improvement in the terms of trade postulates a rise in 
local prices and incomes relative to import prices at that rate. But this is simply the monetary 
counterpart of a rise in real income and is not inflationary. 

4“. , , there must be something wrong with an under-developed country that does not 
have foreign exchange difficulties.” International Economy, p. 270. 
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issues is entitled ““ The Foreign Exchange Front ’’;! once more, the rate 
of exchange is not mentioned, and the discussion is essentially in terms of 
physical quantities. 

(d) The discussion of the balance-of-payments and of foreign-exchange 
problems seems to provide an example of what one might term “ price-less 
economics,’ that is of the treatment of supply and demand as physical 
quantities unaffected by price. In spite of general references to the value 
of the price mechanism as an efficient instrument of economic control, 
Dr. Myrdal frequently ignores the effects of prices and real rewards on supply 
and demand, or on the extension of the exchange economy, even where they 
are essentially relevant, notably in fiscal policy.2_ An example is the refer- 
ence to the low level of investment in public utilities in Latin America, 
instanced by Dr. Myrdal as characteristic of unbalanced private investment, 
without mentioning that statutory rate fixing at uneconomic levels in infla- 
tionary periods has removed both the wherewithal and the incentive for it.* 

(e) Dr. Myrdal repeatedly refers to the inelastic demands confronting 
the exports of under-developed countries. But the essential distinction is 
not drawn clearly between the elasticity of demand for a particular product 
and the elasticity of foreign demand for that product from a particular 
country. The elasticity of demand for a country’s exports depends not 
only on the underlying elasticity of demand for the commodity, but also on 
the share of this country’s exports in total exports of the commodity and 
the elasticity of supply of the commodity from all other resources. Many 
primary producers have lost heavily by overlooking the distinction. 

(f) In the lengthy discussion of commodity stabilisation, the cardinal 
problem of distinguishing between fluctuation and a change in the trend is 
not discussed. This is fundamental, because neither private individuals 
nor Civil Servants can tell in advance whether a particular change is a 
fluctuation or a change in the trend. Moreover, at times Dr. Myrdal uses 
stabilisation interchangeably with monopolistic raising of prices, which is a 
familiar and possibly excusable practice of the spokesmen of primary pro- 
ducers, but is not easy to justify in serious discussion. 

(g) The author insists that under-developed economies are very rigid.® 
In support of this proposition he instances their reliance on agriculture in 


1 International Economy, pp. 273-5. 

* These remarks are not intended to suggest that the price mechanism brings about an ideal 
allocation of resources. The very concept of a mechanism implies that it is neutral, and what 
comes out of it depends on what is put into it, which in this context depends among other factors 
on institutional arrangements, market structure, distribution of wealth, and government policies. 
Dr. Myrdal is right when he stresses the essential neutrality of the price mechanism, but this does 
not warrant the frequent neglect of its operation, 

3 International Economy, pp. 168 and 343. He also notes (p. 64) the absence of foreign invest- 
ment in recent years in Greece, where capital imports are badly needed. But he does not mention 
the relevance of the record of Greek governments in defaulting on their external obligations. 

* For instance, Cairo Lectures, p. 71. 

5 International Economy, pp. 244-53. 

* Especially International Economy, Chapter XIII. 
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spite of low incomes and of unfavourable terms of trade. But there is no 
evidence that alternative forms of activity would have yielded higher returns. 
Moreover, producers in many under-developed countries respond readily to 
change, as is shown, for example, by the rapid growth of the output of certain 
crops, the changes in the relative importance of different types of crop over 
periods of a few years and the pronounced response of smallholders’ produc- 
tion to price changes and differentials in India, Pakistan, South-East Asia 
and West Africa. 

(k) The author suggests that “. . . all history shows that the cheap and 
often docile labour of under-developed regions does not usually attract in- 
dustry.” This is truistic if it means that labour is not the only factor of 
production, and untrue (an example of price-less or cost-less economics) if it 
means that labour costs are irrelevant. Low labour costs have been a major 
factor in the rapid growth of manufacturing in Japan and Hong Kong; and 
in many western countries manufacturing interests are protesting against the 


(¢) Dr. Myrdal asserts that all under-developed countries are over- 
populated, and that regularly (sic) about one-third to one-half of their 
agricultural population could be removed without affecting agricultural 
output, even without any special labour-saving devices.2_ This is unsub- 
stantiated, and would be untrue for practically all African countries and 
many Latin American and some Asian countries. 

These are only a few examples out of many; the preceding list could be 
extended greatly. 


exports produced by cheap labour. | 


VII 


The two major value premises of these books, equality of opportunity 
and of political democracy, are notoriously imprecise, and his discussion 
does nothing to give them precision. As a result, the chosen instruments of 
policy, the nature of which is less imprecise, can be used in pursuit of widely 
different, and indeed contradictory, directions and ends. 

At times the discussion suggests that absence of discrimination, and 
Substantial equality of income and wealth, are the essence of equality of 
opportunity, called integration.* There is a fundamental difficulty here 
which needs to be made explicit. People differ widely in their capacities, 
inclinations and aims, they live in different climatic and geographical 
conditions, they are brought up by parents of widely different attitudes 
and values, and they are subject to different religious, social and customary 
obligations. Thus absence of discrimination will not automatically bring 
about substantial equality of income and wealth. In fact, the two ele- 
ments in integration, i.¢., absence of discrimination and substantial equality 


1 Under-developed Regions, p. 31. 
2 International Economy, p. 193. ' 
3 For instance, International Economy, Chapters II and XI. 
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.of income and wealth, can be reconciled only if the sources of differentia- 


tion are removed by compulsory standardisation. This can be achieved 
only by the over-riding powers of the state. The exercise of these powers 
over large areas of social life, or indeed social life as a whole, involves 
great inequality in power between the governors and the governed; and 
the wider differences in capacities and circumstances, the more extensive and 
intensive is the compulsion necessary for the required standardisation. This 
necessary corollary of the author’s interpretation of integration seems to me 
to be ignored in these books.! This is the more surprising because he is largely 
concerned with world economic integration, and differences in capacities 
and conditions are very much wider on a global than on a national scale. 

Political democracy, the other major value premise, is interpreted in 
these books as majority rule under universal suffrage.? But this condition is 
compatible not only with the over-riding of the wishes of a large minority 
but also with extreme tyranny, as is explicit in the title of J. L. Talmon’s 
The Origins of Totalitarian Democracy. ‘This is only one of several reasons why 
the inequality of power discussed in the preceding paragraph—the necessary 
corollary of equality of opportunity as generally interpreted in these books— 
cannot be rendered innocuous by the democratic process. 

The national interest, the promotion of which Dr. Myrdal wishes under- 
developed countries to pursue, is another vague concept which he treats as 
if it were unambiguous and simple to interpret. Thus he frequently implies 
a simple cleavage of interest between the country and the rest of the world, 
or between the local population and foreigners. In fact, the relationship 
between groups is far more complex, and in the economic sphere it is often 
more nearly complementary than opposite or rival. He also suggests that 
in countries in which all are allowed to participate in the political process, 
the governments and the Civil Servants can both unambiguously discern 
the national interest, and unlike private individuals, will conform to it. 
This obscures both the vagueness of the concept and the reality of the possible 
cleavage of interest between administrators and their constituents.* 


1 Dr. Myrdal frequently states that the unchecked working of market forces leads cumula- 
tively to growing inequalities; indeed he greatly overstresses this influence. But he does not 
recognise that his proposals to deal with this involve more serious inequalities of power. 

* For example, International Economy, p. 176; Cairo Lectures, p. 65; Under-developed Regions, p. 83. 
In one aside he refers to the maintenance of civil rights, but these would be defined by the political 
majority. 

* There are many other instances in these books of the use of imprecise general terms as if they 
unambiguously described specific analytical categories, types of situations, or aims of policy. 
They include usury, exploitation, land reform, economic colonialism, fair and equitable prices, and 
stabilisation. Again, general rejection of discrimination is meaningless, since all social and human 
intercourse is based on it, though different people may and do discriminate for different purposes 
and on the basis of different criteria. Such usage is misleading, and especially unwarranted in a 
book such as An International Economy, for which the author explicitly claims scientific objectivity. 
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The main instruments_of development policy envisaged by the author 
are clear-<He considers comprehensive development planning, in the sense 
of government determination and control of the direction of economic 
activity, including large-scale compulsory saving, as indispensable and 
presumably sufficient for the increase in output, which is the essence of 
economic improvement for the masses.1_ However, it is not stated why the 
particular pattern of productive resources envisaged by this proposal should 
break the vicious circle or otherwise accelerate economic growth. The 
discussion simply presumes what requires to be established. 

Dr. Myrdal emphasises the benefits, made possible by development 
planning, of the disregard-of market prices and costs, which he regards as 
fictitious.2 He stresses the importance, especially in the context of in- 
dustrialisation, of external economies, which he regards as a major ground 
for subsidisation of particular-activities and enterprises, or for the establish- 
ment of state enterprise. But these measures imply a transfer of resources, 
and a corresponding diminution of activity and of external economies else- 
where. They promote economy of resources and growth only if the sub- 
sidised activities or the state enterprises yield goods or services and external 
economies exceeding in value those lost through the contraction of the taxed 
activities, allowing also for the announcement effects of taxation and the 
administrative cost. In spite of general admonitions on the importance of 
economy of resources, the author treats the assisted or officially sponsored 
activities as straightforward additions to total activity, without asking where 
the resources come from.* This vitiates much of the discussion of compulsory 

1 For instance he writes: ‘“‘ All special advisers to under-developed countries who have taken 
the time and trouble to acquaint themselves with the problems, no matter who they are. . . all 
recommend central planning as the first condition for progress.’’ International Economy, p. 201. 

‘** However difficult the task, one thing stands out: the hope for economic development of 
under-developed countries depends very much on the state’s being able to plan and to direct, 
and even to invest and to produce.” Jbid., p. 210. 

2 “The national plans cannot be made in terms of costs and profits for the individual enter- 
prises; they can, in fact, not be made in terms of the prices in the markets. . . the whole meaning 
of the national plan is to give such shelter from the market forces to investment, enterprise and 
production that they become undertaken in spite of the fact that they are not remunerative 
according to private business calculations.” : 

‘* It is here that the national state comes in as representing the common and long-term interests 
of the community at large. It senses the fictitiousness of the private business calculations in terms 
of costs and profits.” Cairo Lectures, pp. 66 and 67. It will be noted that the actions of the govern- 
ment are here axiomatically assumed to represent the national interest. 

These passages are almost identical with similar passages in Under-developed Regions, pp. 86-7. 

8 Dr. Myrdal frequently gives the impression that he wants the state to increase the supply 
of almost everything without indicating the provenance of the resources. To quote two instances: 

‘* If, as is assumed to be an urgent necessity in the under-developed countries, the movement 
towards industrialisation is to be pushed ahead, the state will have to intervene in the field of 
manufacturing industry too [as well as in agriculture, transport and public utilities] not only 


creating the external economies and supplying transport and power, but often also organising 
the marketing of the produce of the expanding industrial sector, providing facilities for training 
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saving for development. Moreover, a policy of compulsory saving cannot 
be framed sensibly if the repercussions on the private sector of both the 
collection and the expenditure of the funds are ignored, and if it is conceived 
in a framework of price-less economics. 

The insistence on the rejection of market prices and costs goes much 
beyond the recognition of differences between money and real costs, or the 
importance of external economies, or the emphasis on growth compared to 
the allocation of resources. The author generally regards individual choice 
and valuation as irrelevant: the decisions of planning governments are the 
criteria as well as the instruments of development. For instance he writes: 


“ The plan and its targets, in other words, have to render the basis 
for deciding the criteria; the decisions themselves are political decisions 
reached in terms of national welfare, as this is determined by the 
political process.” } 


On this argument again the actions of the government by definition accord 
with the national interest. Moreover, the criteria of development need not 
be related to peoples’ wants, and can be set in terms of the growth of output 


‘deemed important by the government, or in terms of the output of particular 


industries or sectors only. Development so defined or measured can be 
wholly unrelated to living standards, especially those of the masses.?_ Both 
in the discussion of more specific economic issues and of broader social and 
political issues, Dr. Myrdal largely ignores the wishes of individuals and 
groups other than those of government, their executives and of political 
spokesmen. 


IX 


Although he is not sanguine about its early prospects, Dr. Myrdal 
envisages substantial international redistribution by means of inter-govern- 
mental transfers. He notes that an irreversible step in this direction has 
already been taken under United Nations auspices, especially by the Techni- 
cal Assistance Programme. He regards such transfers as both moral duty 





workers, foremen, and technicians on all levels, as well as business executives, giving managerial 
advice, making capital available, often subsidising or protecting new industrial enterprises, and 
sometimes actually establishing and operating them.”’ International Economy, p. 209. 

“The plan must determine this overall amount [investment] and must, in addition, determine 
the proportions of the capital to allocated in different directions: to increasing overall facilities 
in transport and power production; to constructing new plants and acquiring the machinery for 
heavy industries, and for light industries of various types; to raising the level of productivity in 
agriculture by long-run investment in irrigation schemes and short-term investment in tools, 
machinery and fertilisers; to improving the levels of health, education and training of the working 
people, and so on.”” Under-developed Regions, p. 81. 

1 Cairo Lectures, p. 73. 

2 A specific example of this attitude, which pervades these books, may be mentioned. Dr. 
Myrdal enjoins the developed countries to abstain from forcing the under-developed countries to 
accept imports which they do not want. International Economy, p. 292. But if the consumers did 
not want them the commodities would not be imported. There is here (as in many other places) 
an unwarranted axiomatic identification of the government with the population. 
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and political wisdom on the part of the developed countries; and he argues 
that they should take place through international agencies to assure their 
allocation in accordance with rational economic and moral criteria, rather 
than on political grounds. This exposition again misses the central prob- 
lems: 

(a) The transfer of such funds is essentially a political matter, 
because they represent resources compulsorily collected from the 
citizens of the transferor country. The funds are not the result of 
voluntary acts by individuals impoverishing themselves in order to 
assist their less fortunate fellow men. They can thus be reasonably 
required to be used to promote the interest of the donor countries. 

(6) Dr. Myrdal implies that there is a moral obligation on the 
governments of advanced countries to tax their citizens for the benefit 
of the governments of the under-developed countries, regardless of the 
use of the funds and of the policies pursued, and regardless also of the 
attitudes, qualities, efforts and institutions of the recipients. Even if 
these policies and influences are wholly unsuitable to economic develop- 
ment, the moral obligations of the developed countries apparently 
remain unaffected. 

(c) It is regarded as self-evident that no conditions should be 
attached to inter-govesnmental grants or loans. This is not obvious, 
since they represent funds in urgent demand throughout the world. 
Amounts made available to one country diminish those available to 
others. Moreover, the policies pursued by the recipients are among the 
factors {indeed the principal factor, in Dr. Myrdal’s scheme of things) 
affecting their rate of development, and thus their need for further aid. 
Thus the policies pursued by the recipients are clearly relevant to 
eligibility for assistance. 

(d) Though emphasising their importance, Dr. Myrdal nowhere 
specifies the moral and economic criteria in the allocation of funds. 
Should they go to the poorest countries, or those poorest in natural 
resources, or those which have progressed least or most over a specified 
period, or should some other tests be adopted from among dozens of 
possible criteria? 

(e) The exposition assumes that the international agencies and their 
Civil Servants are completely disinterested. In fact, they have con- 
siderable interest in terms of prestige, position and power. Dr. Myrdal 
expressly refers to the need to keep technical assistance agencies free 
from the influence of private business interests. He does not recognise, 
or at least does not admit, the reality of the interests of those in charge of 
the agencies. 

(f) Inter-governmental transfers affected through the international 
agencies are likely to be wasteful. The interest of the suppliers of 
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capital is generally a major factor assuring its productive use. It is 
for this reason that direct investment, especially by individuals or part- 
nerships, in which there is close correspondence between the sup ylier of 
the capital and its user, is least likely to be wasteful. At the other end 
of the spectrum are the inter-governmental transfers through the inter- 








national agencies under which the suppliers have little knowledge and 
no control of the use of the funds. 


X 


These books are, as I have shown, concerned with the promotion of 
policy rather than with the promotion of knowledge. It is not easy to re- 
concile either their argument or their presentation with the author’s explicit 
objective, already noted, of getting ‘‘ the facts straight and think things out 
stringently,” or with his advice that an international agency should act as 
“a free and independent scientific agent, which approaches the problems 
and reaches and states its findings guided only by the inherited and estab- 
lished standards of the profession, without sideward glances at what would 
be politically opportune.” 4 

Although the books abound in sympathetic references to the plight of 
the under-developed countries, there is nevertheless a distinct ambiguity 
about the beneficiaries of Dr. Myrdal’s proposals. He writes: 


ee ee 


eel pee 


** Not merely to save the world, but primarily to save our own souls, 
there should again be dreamers, planners, and fighters, in the midst of 
our nations, who would take upon themselves the important social 
function in democracy of raising our sights—so far ahead that their 
proponents again form a definite minority in their nations and avoid 
the unbearable discomfort for reformers of a climate of substantial 
agreement.” 2 


But the price to be paid by others may be too high for the salvation of even 
the most ardent souls, if inter-personal comparisons of utility and cost may 
be permitted for the moment. 


P. T. BAvER 
Gonville and Caius College, 
Cambridge. 
iL Quoted from ‘‘ Economic Essays in Honour of Erik Lindahl,” Economic JournAL, March 
» p. 119, 


* International Economy, p. 322. This attitude is the opposite of the scientific which seeks to 
discern uniformities and to reach agreed generalisations. 











REVIEWS 


A Critique of Welfare Economics. Second Edition. By I. M. D. Lirtte. 
(London: Oxford University Press, 1957. Pp. viii + 302. 30s.) 


NorMALLY a reviewer’s duty is to tell the reader what the book under 
review contains, and only after that is done to criticise those contents. But 
in reviewing this book the normal rule does not apply; for as the result of a 
series of unfortunate accidents the first edition of this famous book, which 
appeared as long ago as 1950, was never reviewed in the Economic JOURNAL. 
It would indeed be a waste of time to offer at this late stage to any economist 
who has any interest in the theory of economic welfare a brief sketch of what 
Mr. Little has said on the subject. The author has already through this book 
established his position as one of the few outstanding contributors to the 
subject, and his contribution is already incorporated into the thought of all 
those who study these problems. 

This book has indeed had a significant influence on economic thought. 
In the first place, the present fairly widespread realisation among economists 
of many basic difficulties involved in deciding whether a community is in any 
meaningful sense better off economically in one situation than another is 
largely due to Mr. Little’s work. If consumers are not consistent in their 
choices, how can we say whether they are better off in the one situation rather 
than the other? Ifthe community is made up of one set of individuals in one 
situation and another set in the other situation, in what sense can we say 
whether the community as a whole is better or worse off? If people’s 
tastes and wants are affected by what other people consume, how can one tell 
whether they are better off in one situation rather than in another? If we 
cannot assume that all individuals know what is good for them, how can we 
construct a criterion for an increase in economic welfare in a non-authori- 
tarian society? It has been much less easy to neglect questions of this kind 
since Mr. Little’s book was first published. 

There is a second way in which Mr. Little’s work has radically changed 
the atmosphere in which welfare economics are discussed. By insisting as he 
did on the emotive and prescriptive nature of many judgments which in 
form are innocent statements of objective fact he has significantly increased 
the chances that in economic discussion disputes about the values attached to 
certain ends will be less easily muddled up with disputes about the objective 
economic effeqts of certain acts of policy. Certainly the present reviewer is 
not ashamed fo admit that Mr. Little’s book acted on him as a salutory 
reminder that jhe ought to avoid a misuse of persuasive language in making 
what purported to be judgments of fact and not judgments of value. 
Thirdly, there is a basic element of balanced common sense in Mr. Little’s 
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work which has done much to bring sanity into discussions about economic 
welfare. Having shown that it is impossible to use any exact and precise 
criterion of economic welfare except on simplifying assumptions that are 
certainly in many respects unrealistic, he does not rush to the conclusion 
that the whole analysis is a mere waste of time. For example, suppose that 
we can show that there would have been a very large increase in economic 
welfare if all consumers were consistent in their choices and if no new citizens 
had been born or old citizens had died between the two situations under 
consideration; in such conditions Mr. Little is prepared to say that the 
representative citizen is in some meaningful sense probably better off, even 
though there have been some intervening shifts in tastes and some intervening 
births and deaths, but that we can attach importance to such a criterion only 
if it shows a really substantial change. This is certainly a healthy attitude; 
a criterion of economic welfare can be a useful pointer, but not an exact and 
precise measuring rod. 

But the actual criterion of an increase in economic welfare which Mr. 
Little adopts cannot, in the reviewer’s opinion, be regarded as acceptable. 
As the choice of this criterion is the central technical econo:znic issue in Mr. 
Little’s book, and as Mr. Little has made more substantial changes in his 
second edition in this part of his work than in any other, the matter deserves 
closer attention. Let us state Mr. Little’s criterion in his own words (p. 275): 
“an economic change is desirable if (a) it would result in a good redistribu- 
tion of wealth and if (4) the potential losers could not profitably bribe the 
potential gainers to oppose the change.” And let us illustrate this argument 
by the sort of diagram which Mr. Little himself uses in his book (Fig. VII 
on p. 104): 


Up 











We consider a community made up of two individuals A and B, and we 
measure some ordinal index of A’s utility along the horizontal, and of B’s 
utility along the vertical, axis. We start at a position Q,, and some change 
of economic circumstances or of policy moves us to the situation Q,». Does 
the change, which has made A worse off and B better off, represent an increase 
or decrease in economic welfare? Let us suppose that we prefer the sort of 
distribution of real income between A and B which is represented by Q, to 
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simple redistribution of income from A to B by lump-sum transfers of money 
income from A to B, thus moving along a line such as Q,H. (Little makes 
it clear that we need not assume that such a purely redistributive policy is at 
all practicable; we use the line Q,H and the hypothetica! point H merely as 
an indirect means for comparing actual Q, with actual Q,.) Now if the sort 
of distribution of real income represented by Q, is better than that repre- 
sented by Q,, then H is better than Q,, because H is Q, modified solely by a 
straight lump-sum redistribution of purchasing power to make Q, more like 
Q,. But Q, is better than H because at Q, both A and B are better off than 
at H. A fortiori, therefore, Q, is better than Q,. The first part (a) of Mr. 
Little’s criterion for an improvement in economic welfare is satisfied because 
a distribution like Q, and H is better than a distribution like Q,; and the 
second part (4) of his criterion is satisfied because the line Q,H/ passes to the 
left of Q,, which means that if, starting from Q,, A gave to B sufficient money 
income to make B as well off without the change of economic policy as B 
would be with the change of policy at Q,, then A would be worse off than he 
would be at Q>. 

The first comment to be made on this is that Mr. Little’s criterion as 
expressed in the passage quoted above is unduly restrictive. The second 
part (£) of it should read “ and if (5) either the potential losers could not 
profitably bribe the potential gainers to oppose the change or the potential 
gainers could compensate the potential losers to accept the change.” Sup 
pose that the line Q,H passes to the right of Q,, as in the case of Q,H’ in the 
diagram above; then the criterion as expressed in the passage quoted from 
Mr. Little’s book does not tell us whether the change is an improvement or 
not; we know only that H’ is better thanQ, and Q,. But suppose now that 
having reached Q, we make notional lump-sum transfers from B to A, thus 
moving along the line Q, 7 and suppose that, as drawn in the diagram above, 
the line Q,7 passes above Q,. This means that B (the gainer from the move 
to Q,) could make a lump-sum payment to A of a kind which would leave 
A as well off as at Q,, with B remaining better off than at Q,. We can now 
say that a point like 7 is better than Q,, since both A and B are better off at 
Jj than at Q,; and we can add that Q, is better than 7, because Q, and j 


differ solely in the distribution of income and the kind of distribution at Q, | 


is better than that at 7; therefore, a fortiori, Q, is better than Q,. 

Mr. Little has in fact in the second edition of his book much improved the 
assumptions and analysis of this basic part of his argument. This part of his 
analysis is now based on the assumption that no lump-sum redistributions are 
going to be made so that H and 7 are purely notional reference points to help 
in making a comparison between the two points of actual choice Q, and Q, 
If we compare the table on p. 105 of his second edition with the similar table 
on p. 103 of his first edition we find that the analysis now tells us that the 
change should be made if the distribution of income is improved and either 
the Kaldor—Hicks or the Scitovszky criterion is satisfied, whereas formerly we 
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were told that the change should be made only if, the distribution of income 
being improved, the Scitovszky criterion is satisfied. But this further en- 
largement of the criterion has not yet been absorbed into some other parts of 
Little’s book. 

Let us accept this enlargement of Mr. Little’s criterion. There appears, 
however, to the present reviewer to be a flaw in the whole criterion. Let us 
consider once more the basic argument with the aid of the diagram above. 
A central feature of Mr. Little’s analysis is the following type of argument: 
by a lump-sum transfer of money income we move from Q, to H; we prefer 
distributions of a kind like Q,, to those of a kind like Q,; therefore, H is better 
than Q,, being Q, modified solely by a lump-sum redistribution which makes 
it more like Q,. This argument is a non sequitur. Let us remember that Q, 
is not assumed to be a point at which all the necessary marginal conditions 
for a Paretian optimum are satisfied. There may be all sorts of inefficiencies 
and divergences between marginal values and marginal costs throughout the 
economy. We then make a lump-sum transfer of money income from A to 
B. Inone institutional and economic set-up we may reach H, if, for example, 
the goods which A ceases to buy are produced under conditions of increasing 
returns to scale and in a sector of the economy where there was a minimum 
of economic inefficiency, while the new goods which B buys are produced in 
conditions in which a limited specialised factor plays an important role, 
without any economies of scale, and in a sector of the economy where there 
are all sorts of institutional and other inefficiencies. In the opposite condi- 
tions we might move from Q, to H’. Whether or not there is any sense in 
the unqualified statement that in general one prefers distributions of the kind 
Q, to those of the kind Q, is not clear to the present reviewer; but it is clear 
to him that one might well say that one prefers H’ to Q, (if a lump-sum 
transfer from A to B would make B much better off but A only a little worse 
off) while one prefers Q, to H (if the same lump-sum transfer would make B 
only slightly better off at the cost of making A much worse off). If we are 
going to have a notional line to help us to make a comparison between the 
actual points Q, and Q, we cannot use the line Q,H, for the effect of a lump- 
sum transfer of income in fact depends upon the actual institutional and other 
economic conditions for production and exchange which are irrelevant to 
the present issue. We should have to use a line which plotted out the com- 
binations of u, and u, between which we as priest or parliament or dictator 
(pp. 80-1 of Mr. Little’s book) or as superman (Chapter VII of Mr. Little’s 
book) or as policy-maker (as the reviewer has elsewhere expressed it) are 
indifferent. We cannot avoid the social-welfare function which Mr. Little 
criticises so severely in Chapter VII of his book. In crude and inaccurate 
language, we cannot separate the considerations of the “ distribution ” and 
the “size” of real income, but must weight the two together in a single 
one-part criterion. 

Mr. Little in his book (cases 2 and 6 in Table II on p. 105) already 
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admits that there are cases in which his criterion cannot tell whether a change 
should be made or not. These are the cases where there is an unequivocal 
increase in real income (in the sense that Q, is north-east of H and 7 is north- 
east of Q,) combined with an undesirable change in the distribution of 
income, or—conversely—in which there is an unequivocal reduction in real 
income combined with a desirable redistribution of real income. So long 
as a criterion is used which applies a “ distribution ”’ test and a “‘ size ”’ test 
separately, cases of this kind are bound to arise. And in real life they may 
be of the greatest importance. Thus there may well be a conflict in society 
between equality and incentives; less-progressive taxation might well 
sharpen incentives so that by any reasonable measure real income increased 
while the distribution of income changed for (what the reviewer would 
regard as) the worse. The policy-maker must in such cases decide in some 
sense how much increase in real income is worth how much worsening of 
distribution. If the present criticisms of Little’s criterion are accepted, this 
problem must in fact be faced in all, and not only in some, cases in which a 
policy change makes some people better off and others worse off. 

If, however, we are prepared to use a social-welfare function but also to 
be somewhat more modest in the questions which we address to it, we can 
make some progress towards the solution of this problem beyond the rather 
obvious and sterile conclusion that we must simply decide whether we prefer 
Q,to Q,. Suppose that there are only two citizens A and B and only two 
goods X and Y, x, representing the amount of X consumed by A and so on. 
Then we can write our social-welfare function as: 


WwW = {tla(%as Va)» Uy (Xp, Ie)} 


Suppose, for example, that the change from Q, to Q, represents the change 
due to the introduction of a policy of freer trade in a country with a high 
uniform ad valorem duty on all imports. We no longer ask whether complete 
free-trade would be better than the present position; we content our 
selves with the much more modest question whether a small reduction in the 
rate of import duty would make things better or worse. Let T be the rate 
of import duty. Then a small reduction in the rate of duty would improve 
matters if 


oT") ie Cul, dx, ae OU, De 4 OW Cu, dx, , OW cu, dy 
(ar= Ou, "Ox, a dy, dT ' Ou, Ox,°dT ' Ou, ° dy, dT 
Now it is the first task of positive non-welfare economics to make the best 


possible estimate of the values of rod etc; we must first know what will in 


fact be the significant effects of the tariff reduction on outputs and consump- 


tions. 
There remain the welfare weights (a ‘ a : etc) to give to these changes. 
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If citizen A is maximising his own ordinal utility index, then 
Pig . OX, Pra . OV a 

where p,, represents the money marginal revenue obtained by A from x, if 
he is selling X or the marginal money charge incurred by A from buying 
another unit of X if he is buying X (and similarly for py,), and where yp, is 
the marginal utility of money to A measured in the arbitrary units of his 
ordinal utility index. In other words, A buys and sells what he does buy 
and sell until the marginal utility of 1s. to him is the same in his net outlays 
on everything he buys and in his net revenues from everything he sells. The 
evaluation of the p’s is the second great task of positive economics; we must 
know the market valuations which everyone puts on everything. 

We can now write our marginal rine criterion as 


dx, dy, dy 
Pra dT + Pra GT IT += a wi Pr, aT + Py 7G 7) <0 


i 

Ott, 

It is now the task of the welfare om to allot the social welfare 
weights w, and w,. In other words, someone must decide whether in present 
circumstances we should give tle same importance to an additional £1 of 


0 
where my = a H, and w, = 


income to A as to B (2: = 1) or should give twice as great an importance 
Wa 


to an additional £1 of income to A as to B (2 = >) , 

A special case of the above type of analysis is the old-fashioned welfare 
function in which the total utility of society is the sum of the cardinal 
utilities of A and of B(W = U, + U,). In this case w, =p, and w, = py; 
or, in other words, the social-welfare weights are simply the marginal 
utilities of money to A and to B. It was more or less in terms of this kind 
that the present reviewer analysed the problem in his Trade and Welfare 
referring to y, and p, as “ distributional weights.” But, as the above analysis 
shows, the method of analysis can be extended to cover the case of a general 
social-welfare function, requiring from the policy-maker only the allotment 
of social-welfare weights to increments of money income for different classes 
in the community. Although such a method will deal only with mar- 
ginal, and not with structural, problems, it would seem to the reviewer to be, 
in many cases, of greater promise for practical use than the more general 
structural analysis of Mr. Little’s book, which, if the above criticisms are 
accepted, boils down almost to the trivial conclusion that we must decide 
whether we prefer Q, or Q,. 

J. E. Merave 
Christ’s College, 
Cambridge. 
No. 273.—voOL. LXIx. 
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Monetary and Fiscal Policy under Uncertainty. By Karu-Oror Faxény, 
(Stockholm: Almgvist and Wiksell, 1957. Pp. 212.) 


Tue depth and brilliance of the Swedish contribution to economics, from 
Wicksell and Davidson onwards, has been out of all proportion to the num- 
bers of the Swedish nation. A form of economic analysis in which time, in at 
least two of its manifold aspects, lies at the heart of things, is their especial 
achievement. The imagined unfolding of events through future time we call 
expectation. In this interior mental exercise the individual is constrained by 
his sense of the possible, but by no means limited to a single track, still less is 
he guaranteed by any law of nature to hit on the one right track. He has to 
take decisions in face of uncertainty. The same is true of everyone, and so 
we have an economy composed of individuals, every one of whom must base 
his own plans on the unknowable reactions to those plans of all the other 
decision-makers. Seen in this light, it is no wonder that the face of the 
economic world has scared economists into taking, for their main advance, a 
somewhat easier line, and into assuming time away. The static analysis has 
had an almost miraculous success in securing valuable insight while throwing 
away so great a part of the apparent problem; it is surely one of the supreme 
examples in science of a successful intellectual short-cut. But it did not 
account for everything, notably the business cycle, and Wicksell and his many 
heirs were dissatisfied. 

One problem of dynamic economics is to find a scheme of thought by which 
we Can sort out the sequence in which one set of circumstances leads to 
another, through the disappointed expectations and the revised plans of 
policy makers in firms, governments and households. The other problem, 
perhaps even more difficult, is to devise a means of insight into the 
inner nature of the decision-making process itself, to show what uncertainty 
is and how men sublimate it into incentives for action. Between these 
two problems there lies, like the safety-lanes in a motor-racing circuit, 
another escape route: if the second problem seems too arduous, one can 
drive off the track after having covered the first part, the business of 
planning with expectations which, while not self-justifying, are treated by 
the individual as free from uncertainty. It is to the first problem that 
Swedish economists, especially in the greatest days of the “ Stockholm 
School ”’ in the late twenties and the thirties, have chiefly made their contri- 
bution in the form of sequence or period analysis. 

What Dr. Faxén has done in this admirable book is to carry forward the 
conception of sequence analysis by adapting to it the notion of “ strategies” 
and replacing the idea of expectations held with certainty by that of expecta- 
tions weighted with probabilities. These two concepts are combined into 
that of “ partition trees,” diagrams which display, first, the action-alterna- 
tives immediately open to a decision-maker; next, for each of these alterna- 
tives, his subjective picture of the bundle of various outcomes, each with its 
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probability adjudged to it by him, which could follow that immediate action; 
next, the further range of alternative actions which each outcome of each 
| immediate action would offer him; the alternative consequences, each again 
with its probability, of each of those further actions, and so on up to some 





-_ 








‘ horizon; and finally, the “ pay off” or summed-up valuation of each 
t | separate path of development, allowance made for the successive probabilities 
to be applied at each stage; since, of course, the decision upon the immediate 
course of action must be based on the picture of the alternative variously 
y probable futures which this course of action or that could lead to, but it must 
S| __ be ¢aken in the present, while all those alternative paths are still only probable 
D or improbable in subjectively assigned degrees. 
Such is the apparatus that Dr. Faxén has here described and explained 
with scholarly exactness, detail and care. Its nature and usefulness are, I 
J would say, a little different from what he supposes. Whereas he presents it 
c to us as a manual showing how Governments can succeed in a certain kind of 
4) — game, it is in fact closer to an elaborate statement of the rules of the game: to 
s understand what sort of insight the great chess-master must have is not the 
8 same thing as to be able to implant that insight itself into the mind of the 
+i learner. 
at Dr. Faxén’s book lies centrally in the great tradition of the Stockholm 
ly school. That school has its own special, admirable and valuable fietas, 
whereby the method of advance is to examine as it were from within the body 
h | — of doctrine, the theories and constructions devised by the illustrious pre- 
to decessors and to modify, develop and evolve those models by a process of 
of “immanent criticism.” This is how Lindahl and Myrdal have worked in 
% relation to Wicksell, and it is in full conformity with this idea that Dr. Faxén 
he has sought to increase the analytical power and range of sequence-analysis. 
ty The sustained concentration of thought which the writing of this book has 
“ required, in synthesising the necessary analytical tools and applying them in 
i, | many parts of the great field of the study of government action, and in ex- 
a plaining the methods and results of this analysis with patient, step-by-step 
of exactness, will be evident to every economic theoretician who reads it. 
by Only in one respect may the reader feel that the book does not quite do what 
at its title implies. Uncertainty is present only as a skeleton which occasionally 
Im }  Tattles the cupboard doors, but Dr. Faxén has not allowed these manifesta- 
i | tions to shake his nerve, which is amply strong enough to let him lock the 
cupboard with some rather familiar-looking keys. 
he This book is of top intellectual quality, and fully worthy to be Number 
; One in the New Series of Stockholm Economic Studies. 
= | ' G. L. S. SHAcKLE 


University of Liverpool. 
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The Falling Rate of Profit: Marx’s Law and its Significance to Twentieth-century 
Capitalism. By JosepH M.Gittman. (London: Dennis Dobson, 1957. 
Pp. xi + 172. 25s.) 


For almost two centuries a spectre has haunted economics—the spectre 
of a “ law of the falling tendency of the rate of profit.” Among all the 
different versions of this law which have been put forward, that of Marx 
has roused political passions to the greatest extent, and for this reason if for 
no other has been the most hotly debated. Was Marx’s law a mere rational- 
isation of contemporary obsessions with the stationary state, or did it succeed 
in explaining a real tendency observable in the development of capitalism? 
How far, if at all, did Marx’s treatment of the problem contain insights 
which can help us in the analysis of present-day trends? These are essen- 
tially the problems which Dr. Gillman tries to tackle in this honest and 
stimulating book. 

Marx’s problem was to examine the effect upon the rate of profit of a 
secular increase in capital accumulation and productivity. The main 
point which he emphasised was that accumulation would normally be 
associated with an increase in the organic composition of capital (that is, 
roughly, the ratio of the amount spent on machinery, buildings and raw 
materials to the amount spent on wages). Since according to his basic 
theory it was only the amount spent on wages which repreduced more than 
its own value, it followed that the increasing organic composition of capital 
would exercise a strong downward pull on the rate of profit. At the same 
time, however, the heightened productivity associated with the increasing 
organic composition would tend to cheapen wage-goods (thus raising profit 
per man employed), and also to cheapen capital goods (thus retarding 
the rise in organic composition in value terms), so that “ the same causes 
which bring about a tendency of the rate of profit to fall also check the 
realisation of this tendency ” (Capital, Vol. III, p. 277). Marx evidently 
believed, however, that the effect of these (and other) offsetting factors 
would not be sufficiently strong to prevent the rate of profit from falling, 
at any rate in the long run. 

Controversy over Marx’s law has followed two main lines. First, it has 
been argued that the prevalence of capital-saving innovations in our own 
time has checked or even reversed the former tendency for the organic 
composition of capital to increase in value terms. This is a relevant and 
important argument, the validity of which Dr. Gillman’s statistical researches 
tend to confirm. Second, it has been argued that Marx based his law on 
the assumption that the rate of surplus value (roughly, profit per man 
employed) remained constant as organic composition increased. This 
assumption, it is argued, is quite illegitimate, since the increase in organic 
composition will necessarily be associated with an increase in productivity 
in the wage-goods industries, a fall in the unit value of wage-goods, and 
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therefore a rise in the rate of surplus value. It seems to me that this second 
argument is something of a red herring, since Marx in effect dropped his 
preliminary assumption of a constant rate of surplus value after the first 
page or two of his exposition, and discussed at length the reasons why in his 
opinion the rising rate of surplus value which went hand in hand with a 
rising organic composition of capital could offset the effect of the latter upon 
the rate of profit only withiu “‘ certain impassable limits ” (Capital, Vol. III, 
p. 290). Dr. Gillman, however, like almost everyone else, accepts the notion 
that Marx assumed a constant rate of surplus value, and puts himself to a 
considerable amount of unnecessary trouble to show that this assumption 
is “ generally valid on both theoretical and historical grounds ” (p. 145). 

In his attempts at the empirical verification of Marx’s law, Dr. Gillman 
has to deal with somewhat intractable statistical material, and his results, 
as he himself recognises, have to be viewed with great caution. Broadly 
speaking, he concludes that the rate of profit, when worked out on the basis 
of Marx’s original formula, tended to fall until about 1919, but that 
since 1919 it has tended if anything to rise. Does this mean, then, that 
Marx was wrong? No, says Dr. Gillman: it merely means that the tradi- 
tional Marxist formula is too rigid to encompass the effects of certain new 
technological and organisational forms which now have a much greater 
influence on the rate of profit than they did in Marx’s time. The terms 
of Marx’s law must therefore be “ redefined ” so as to take full account of 
these new forms (p. 61). 

The way in which Dr. Gillman goes about this task of “ redefinition ” 
is as follows: In his calculations up to this point, he has taken surplus value 
(s) to be equivalent to value added — (wages of production workers + 
depreciation), and has worked out the rate of profit by relating s to the 
stock of capital (c). Now he changes the basis of his calculations, reducing 
s by a factor u, which stands for “ the salaries and wages of the unproduc- 
tive workers and for all the sales, advertising and all other administrative 
expenditures as well as for taxes” (p. 89), and works out the rate of profit 
by relating s—u to c. The figures computed on this basis, he claims, 
show a decline in the rate of profit during the period since 1919. He 
accordingly proposes “‘ to reformulate the law of the falling rate of profit 


: — “ to fall” (pp. 89-90). 





for the monopoly period as the tendency of 


, , , ve 

In the pre-monopoly period, the operative factor in causing 7; to fall was the 
rise in organic composition; in the monopoly period, the operative factor 
in causing — to fall is the tendency for u-expenditures to eat further 


and further into s. 
This is an interesting method of approach, but there are two comments 
which have to be made about it. First, the downward trend displayed by 
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s—u 
c 
enough to justify him in talking about a “ general declining tendency ” 
(p. 101) of the rate of profit in the post-1919 period, especially in view of 
the fact that his continuous series do not go beyond 1939. Second, even if 
a “ general declining tendency ” could be statistically established, so that it 
became plausible to speak in terms of the operation of Dr. Gillman’s “ law 


of the falling = it seems doubtful whether it would be proper to 





the figures which Dr. Gillman calculates for is not really substantial 
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describe this law as a “ reformulation ” or “ redefinition ” of the original 
law put forward by Marx. Dr. Gillman, it is true, does so describe it; 
but what he in actual fact does is to relegate Marx’s original law, with its 
emphasis on the leading role of the increasing organic composition of 
capital, to the pre-1919 period, and, so far as the post-1919 period is con- 
cerned, to use the basic Marxist ratios merely as a sort of conceptual frame- 
work within which to examine the effect upon the rate of profit of certain 
new phenomena which Marx did not consider at all. This may well be 
all that can be done; but Dr. Gillman’s attempt to link the two laws together 
is not entirely convincing, and seems to me to be up to a point otiose. 

Dr. Gillman’s book is interesting not only in itself, but also because it is 
a reflection of a new and important trend in Marxist economics. After a long 
period during which “vulgar”? Marxism tended to predominate, a new 
period is now opening up in which many Marxists are beginning to 
re-examine the foundations of their theory and to test their theoretical 
conclusions against the new economic facts which have emerged since 
Marx and Lenin wrote. Non-Marxist economists, with the experience of 
a rather similar awakening only twenty years behind them, should surely 
look with understanding at the efforts of those like Dr. Gillman who are 
trying to put their Marxist house in order. 


University of Glasgow. Ronatp L. MEEK 


The Design of Development. By JAN TinBERGEN. (Baltimore: The Johns 
Hopkins Press for the Economic Development Institute (International 
Bank for Reconstruction and Development) (London: Oxford Univer 
sity Press), 1958. Pp. viii + 99. 20s.) 

Studies in Economic Development. By ALFRED Bonnfé. (London: Routledge 
& Kegan Paul, 1957. Pp. x + 294. 32s.) 

Economic Development. By G. M. Meter and R. E. Batpwin. (New York: 
John Wiley (London: Chapman & Hall), 1957. Pp. xix + 588. 685.) 

Poverty and Capital Development in India. By D. K. Rancnexar. (London: 
Oxford University Press for the Royal Institute of International Affairs, 
1958. Pp. xii + 316. 42s.) 

THE gap between the standard of living of the industrially advanced 
countries and that of the “‘ underdeveloped ” economies cannot be wider 
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than the gulf between the literature on growth theory and the actual planning 
practices for economic growth. Professor Tinbergen attempts to bridge this 
gap in his short book, where development policies and techniques of planning 
are discussed in the light of economic theory. After a discussion of the 
objects of development policy, Professor Tinbergen proceeds to point out the 
essential features of programming, from the preliminary macro-economic 
outline to the detailed micro-economic programme. This section is followed 
by a study of some inethods of appraising public investment projects and a 
discussion of the ‘‘ methods by which to explore, appraise and stimulate 
private investment.”” There are four annexes dealing with specific questions 
such as the use of capital coefficients and that of accounting prices. 

Professor Tinbergen points out that in underdeveloped economies there 
are “ fundamental disequilibria ” in some markets and the market prices do 
not represent very much. Professor Tinbergen, therefore, calculates the 
contributions of investment projects to national product (or consumption) at 
“ accounting prices ”’ defined as the equilibrium prices of these markets ob- 
tained through “shadow programming.” In reviewing this method of 
project evaluation one cannot escape the feeling that Professor Tinbergen is 
making a very difficult problem look a good deal simpler than in fact it is. 
Even if one leaves out the practical difficulties of obtaining these equilibrium 
prices through any kind of ‘‘ shadow programming ” in countries very poor 
in statistics, one cannot ignore the complex political and social questions 
involved in pricing decisions which market equilibrium may not take into 
account. The equilibrium prices of factors of production, which Professor 
Tinbergen calls “ true values ”’ or “‘ intrinsic values,” may not after all be of 
immense significance once one introduces income inequality, external effects, 
“irrationality ” of savers and other perplexing questions of relative values. 
It is of course inevitable that in actual planning operations the problem must 
be simplified, but it does not appear that using market equilibrium prices will 
be the most economic or the most useful method of doing this. In fact, at one 
point Professor Tinbergen comes very close toan impossible situation. Insome 
markets, he admits, there may be no equilibrium price at all (for example, 
“ capital may not be sufficient to employ all unskilled labor, even at zero 
price,” p. 83). Professor Tinbergen abandons the method in these markets 
and suggests a zero accounting price; he adds, however, “in all other markets 
the flexible equilibrium price is taken to represent the accounting price.” 

In spite of containing this element of over-simplified economic theory, 
The Design of Development is, it must be admitted, a very useful book. 
Professor Tinbergen draws our attention to some very important questions 
of planning methods involving both the internal consistency and the 
priorities of the design of development. His clear study of the essence of 
programming in Chapter II is particularly instructive. One may also add 
that the section entitled ‘‘ Lessons To Be Learned from Failures” (pp. 
67-9) should prove very useful to the planning authorities of some countries. 
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While Professor Tinbergen addresses economic planners, Professor 
Bonné’s book is written for all economists interested in the problem of develop- 
ment. He discusses the existing economic conditions in many under- 
developed countries, particularly India and West Asia, and then studies the 
possibilities of a change in the conditions described. In doing this he com- 
pares and critically examines alternative theories of development and puts 
forward his “ suggestions for a new theory.” Professor Bonné points out 
that in contrast to the spontaneity of economic development observed during 
the industrial revolution in the West, an ‘“‘ implanted mechanism ”’ is needed 
to initiate growth in underdeveloped countries. This is because the main 
factors responsible for Western economic development “ do not obtain at all 
in underdeveloped countries or obtain only partially” (p. 253). This con- 
trast is perhaps slightly overstressed, since some : f these factors (for example, 
** availability of an expanding market,” “‘ tendency for a balanced ratio to 
be maintained between population growth and economic growth ”’) were as 
much the result of industrial growth as the cause of it. The basic thesis, 
however, seems to be valid and Professor Bonné undoubtedly provides a most 
well-documented study of different aspects of this necessary “ implantation.” 
Rich in historical data and in rigorous economic analysis, the book will filla 
very important gap in the literature on economic development. 

Professors Meier and Baldwin have given their book the grand title 
Economic Development; the subtitle Theory, History, Policy does not make the 
field much narrower. On examination, however, one finds that this nomen- 
clature is entirely fair, for the book is perhaps the most comprehensive one in 
the field. The authors discuss, in Part 1, nearly every theory of economic 
development from Adam Smith to the most modern prophets of economic 
growth. This is followed by a historical study of the various stages of 
economic development in the West. The next part deals with the charac- 
teristics of poorer countries and the means of accelerating their economic 
development. In the last part the problem of maintaining development in 
rich countries is discussed. Nearly all the literature available at the time of 
writing has been used. The result, as one might expect, is a very useful book. 
It is also, unfortunately, a little confusing. The book is so comprehensive 
that it includes an abundant quantity of rather doubtful theories and the 
reader might feel somewhat lost unless he knew what he was looking for. 
Again, are there in fact so many different theories of underdevelopment? 
Can one, for example, treat the capital deficiency of underdeveloped 
countries and the economic backwardness of the labour force in those 
countries as two entirely different problems? Can one deficiency exist with- 
out the other? Again, are all the “ vicious circles ”’ discussed really different 
circles? In trying to present all theories of underdevelopment, the authors 
have made the field more crowded than it need have been. This crowding 
is, however, from another point of view, a merit of the book. It is useful to 
have a book where all the alternative theories are clearly and intelligently 
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presented, even though their interconnections are not shown to one’s com- 
plete satisfaction. As a grand text-book in the full American tradition, the 
volume will make things easier for a great many students of economics. 

Poverty and Capital Development in India is the misleading title of Dr. 
Rangnekar’s book on the Indian economy. Not much is said in the book on 
the nature or causes of Indian economic poverty and estimates of money 
investment outlay without correction for price changes constitute the informa- 
tion on capital development. The author is mainly interested in studying 
the agricultural and the industrial structures of the Indian economy and in 
critically reviewing the Indian Five Year Plans. 

Capital formation is, no doubt, an important field of investigation. It is 
not clear, however, what purpose is served by presenting undeflated annual 
figures of gross and net investment expenditure in different fields. A time 
series of real investment figures might have been interesting. A comparison 
of marginal capital-output ratios over time, or of different industries, or of 
alternative techniques of production, could have been instructive. The 
author does not reveal much interest in any of these questions. Why he is 
at all interested in estimating investment expenditures is, therefore, not so 
obvious. He makes remarkably little use of his figures while discussing policy 
problems in the rest of the book. 

The author disapproves of the present emphasis on the public sector in 
India and treats it as a self-evident truth that private enterprise is essential 
for India’s economic development. Interestingly enough Dr. Rangnekar 
also points out that in India “ private capital is nervous and is easily scared ” 
(p. 241); but instead of asking whether that characteristic imposes some 
limitations on its role in economic development, he goes on to suggest that the 
State should be particularly careful not to scare the private sector in any way. 

Dr. Rangnekar criticises the Second Five Year Plan for a relative neglect 
of agriculture. This, in view of the recent food shortage, seems fair. He 
also criticises the Indian policy of developing heavy industries, on the ground 
that such industries are “‘ uneconomic” and “ premature” in an under- 
developed country with surplus labour and capital shortage. This section 
of the book seems to be based on a number of current economic prejudices. 
In a country for the growth of which foreign exchange is a basic bottleneck, 
development of machinery-producing industries may have, depending on 
(among other things) the relevant capital-output ratios, a most favourable 
effect on its economic growth. In any case, any argument of this nature 
should be based not on simple a priori reasoning, but on concrete economic 
data about the alternatives involved. Dr. Rangnekar presents few data on 
this question, and in their absence, all we are expected to do is to have faith 
in his judgement. Dr. Rangnekar could have been more fair to his readers. 

AMARTYA Kumar SEN 
Trinity College, 
Cambridge. 
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Classics in the Theory of Public Finance. Edited by RicHarpD A. Muscrave 
and Aan T. Peacock for The International Economic Association, 
(London: Macmillan, 1958. Pp. 244 + xx. 30s.) 

j 


Ir is always difficult to review a selection of classics. The articles or | 
extracts, their good and bad points, are likely to be well known already; and 
the game of criticising the editors’ selection is usually too easy to play to be 
worthwhile. 

In this particular case, perhaps, these difficulties are not quite as pro- 
nounced as usual. The aim of this series sponsored by the International 
Economic Association is to provide translations of important works in foreign l 
languages, and hence there is only one extract from Anglo-Saxon literature } 
(Edgeworth on “ The Pure Theory of Taxation”) in this compendium. 
Although some of these translations are from celebrated continental authors 
(such as Wicksell, Lindahl, Wagner), others (such as Goldscheid, Ritschl) 
are not quite so well known, at any rate to the readers of British and American 
journals. Furthermore, the editors have made a deliberate attempt to | 
concentrate on contributions to the theory of public expenditure rather than 
the theory of taxation. 

The result of this selective process is an interesting volume, much of which 
is likely to be new reading even to specialists in the field of Public Finance. 
Perhaps the Swedish contribution in this, as in other spheres of economics, 








is the most interesting. A long extract from Wicksell’s Finanztheoretisch | , 
Untersuchungen (Jena, 1896) and a rather shorter one from Lindahl’s Di ! 
Gerechtigkeit der Besteuerung (Lund, 1919) make up the selection. Wicksell tr 
argues firmly for the benefit rather than the ability to pay approach to t 
taxation, but clearly sees the difficulty that “ if the individual is to spend his a 
money for private and public uses so that his satisfaction is maximised, he is 
will obviously pay nothing whatsoever for public purposes ” (p. 81), simply | d 
because he knows that the public services will be there anyway whether he gg 
makes any contribution to their cost or not. Therefore, in his view, decisions te 
on the size and composition of the public sector must be regarded as a joint it 
economic and political process. Lindahl, building on Wicksell’s work, pro- is 
duced a link between the benefit and ability-to-pay theories and evolved a 
mechanism for determining the price of public services based on the same , a 
principles as those underlying price determination in the private sector. ce 
Most of the other selections in this book are designed to illuminate either n 
the German or Italian traditions of thought in this field of economic. p 
Accordingly, we have contributions from (inter alia) Wagner and Sax, on the m 
one hand, and a series of Italian authors such as Pantaleoni and Mazzola, fu 
on the other. Another contribution outside either of these traditions is 0 | x 
be found from the writings of the Dutch author, Cohen Stuart on Progressive ns 
Taxation; and yet another in an extract from Leroy-Beaulieu’s Traité de la ca 
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A collection of such writings together with an editorial introduction by 
two distinguished and well-known specialists in the field of Public Finance 
could hardly fail to be interesting and illuminating. Indeed, this is all the 
more so in view of the discussion which has been taking place in American 
journals in recent years on the pure theory of public expenditures. Never- 
theless, one has to ask oneself whether some of the contributions to this 
volume are worthy of the careful dusting given them by the editors. Un- 
doubtedly, the Anglo-Saxon tradition has been too insular. At the same 
time, outstanding contributions from the Continent usually have been 
noticed and appreciated (this is illustrated by the references by Edgeworth, 
as quoted in this volume, to Sax, Cohen Stuart and others). So perhaps not 
everyone will feel quite as strongly as the editors that all these ideas from the 
Continent have been unjustly neglected and that Anglo-Saxon economics 


has lost a great deal thereby. 
A. R. Prest 
Christ’s College 


Cambridge. 


The Uniting of Europe. Political, social and economical forces, 1950-1957. By 
E. H. Haas. (London: Stevens for the London Institute of World 
Affairs, 1958. Pp. xx + 552. 50s.) 


NecotiaTions for further European integration can be exasperating. 
After months of protracted discussions, any one government can always delay 
matters by re-stating its fear of others and desire for safeguards. The 
record of the 1950s suggests that every successful project must be negotiated 
twice. This is tiresome. Yet, considering Europe’s old tradition of strife 
and that serious attempts at European integration are only a decade old, it 
is remarkable that Europe has already become more than a geographic 
designation—though its ultimate area and meaning are still uncertain. At 
the present juncture, when the European Coal and Steel Community is about 
to “ over-spill ” into the (twice negotiated) European Economic Community, 
it is useful to have this survey of the development of European supranational- 
ism in E.C.S.C. 

Mr. Haas distinguishes between the minimalist and the maximalist 
approach to Europe—Europe meaning E.C.S.C. The minimalists want to 
concede as little as possible, and concessions, once made, are interpreted as 
narrowly as possible. The maximalists desire the widest possible inter- 
pretation of existing supra-national powers and seek their extension. The 
minimalists normally include those who are doing well as it is. They fear 
further supranationalism might undermine their present political and 
economic importance. The minimalists include the High Authority itself, 
national governments, trade associations of strong industries before E.C.S.C. 
came into being, trade associations of weak industries after the establishment 
of E.C.S.C. and trade unions before E.C.S.C. came into being. 
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The High Authority’s minimalism is due to caution: its power must not 
be compromised. It depends on the goodwill of national governments whose 
agreement is preferred to strict enforcement of the law. Disputes are taken 
to the Court of Justice sufficiently rarely to make Court decisions generally 
respected and obeyed. Normally, the effectiveness of E.C.S.C. depends on 
consensus in the Council of Ministers (which consists of members of national 
governments). Whatever the authors of E.C.S.C. may have had in mind, 
the record reads as if policy-making power rests with the Council of Ministers, 
while the High Authority is de facto the Council’s executive. The Council 
does not, however, act entirely as guardian of national sovereignties against 
supranational encroachments. The Ministers meet frequently. Each 
knows that to-morrow he may want special consideration, so that it does not 
pay to be too awkward to-day. The Council seeks general consensus, and 
this can lead to broader rather than minimalist interpretations of the treaty. 

Since the High Authority does what the Council of Ministers wants and 
the members of the Council of Ministers feel primarily responsible to their 
own national parliaments, the Common Assembly of Parliamentarians could 
easily have become a frustrated body. Instead, the Assembly tries to assert 
itself by demanding further extensions of supranationalism which it hopes to 
control. The Assembly is E.C.S.C.’s underdog. It shares with other con- 
tinental underdogs a desire for more influence at Luxembourg. The other 
underdogs include trade associations of weak industries. These were at first 
fearful of E.C.S.C. and initially opposed it. Later they found that E.C.S.C. 
might help them when their own governments refused. Similarly, trade 
unions found that when their domestic demands were met as far as practic- 
able, supranationalism provided them with a new outlet in demands for 
harmonisation of social conditions. Finally, political parties in opposition 
at home do not mind trying for more influence via a supranational forum. 
In general, the strong favoured the opening of economic frontiers and sub- 
sequently sought to confine E.C.S.C. as far as possible to the supervision of 
free trade. The weak initially feared and opposed E.C.S.C., but once it was 
established came to think of it as an additional instrument of protection. In 
practice, neither minimalists nor maximalists had it all their own way. The 
result to date is minimalism plus what is possible or maximalism minus the 
impossible, with the balance nearer minimalism. The growth of supra- 
nationality in the Six was less one of deepening of supranationalism in a 
narrow sector than its spread over wider fields, such as railway charges, 
labour conditions and the like, until members were finally prepared for its 
grand over-spill into the European Economic Community. 

. The chief merit of the book lies in its contribution to understanding of the 
political history of the Six in relation to E.C.S.C. The comparative sections 
on Britain are, however, too sketchy to be of much value. Economists will 
find their appetite often whetted, but never really assuaged by references to 
economic propositions. For instance, on p. 430 the author reports the view 
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of some continental socialists that Keynesian prescriptions can no longer be 
meaningful in the confinement of national states. Regret that this and other 
economic propositions are not analysed should not be regarded as adverse 
criticism of a book concerned with the political consequences of an economic 
institution rather than with economic theory. 
F. V. MEYER 
University of Exeter. 


The Theory and Practice of Exchange Control in Germany. By F. C. Cuixp. 
(The Hague: Martinus Nijhoff (London: Batsford), 1958. Pp. viii 
+241. 38s.) 


THE system of exchange control which was adopted by Germany in the 
early ’thirties and which was later extended under Dr. Schacht’s egis has 
for long been the favourite example of the scope and functions of government 
regulation of foreign payments. Mr. Child’s main excuse for taking up the 
topic again is that the modern theory of the effects of trade restrictions upon 
the gains from trade, as well as the application of Keynesian economics to 
international economic relationships, throw new light upon German pre-war 
experience. Moreover, his appears to be much the most detailed account 
of this part of twentieth-century economic history to have been published. 

The book opens with a discussion of economic events leading up to the 
adoption of exchange control in 1931—the beginning of the Great Depres- 
sion, the financial crisis in Austria, and the flight of both foreign and domestic 
capital from Germany. In the circumstances, as the author argues con- 
vincingly, Germany had no choice but to restrict the sale of German currency 
against foreign exchange, the alternative—devaluation—being ruled out, as 
it would almost certainly have stimulated adverse speculation. Moreover, 
as Mr. Child goes on to show, the exchange-control regulations were fairly 
liberal and in many ways non-discriminatory at the beginning, though as a 
result of both technical factors and the increasing over-valuation of the mark 
(due at least partly to the depreciation of sterling and other important 
currencies) there was a distinct tendency for the system to spread and to 
become more restrictive. Special exchange procedures—barter, bilateral 
clearing and the de facto devaluation of selected mark accounts—made their 
appearance in 1932, and when the National-Socialist Government came to 
power early in 1933, they found the basis for an aggressive foreign-trade 
policy already in existence. 

At this point, the author interrupts his historical account in order to 
demonstrate the theory of monopolistic terms of trade. His analysis differs 
from the conventional treatment of this topic in that he employs the concepts 
of the demand for and the supply of foreign exchange instead of working with 
offer curves. This device allows him to introduce exchange control directly 
into the model, but apart from that advantage this proves to be a relatively 
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clumsy and sometimes rather confusing way of demonstrating well-known 
propositions. 

The remainder of the book is devoted to the story of Germany’s foreign- 
trade policy under the new masters. The three chief aims of the Government 
were to isolate the balance of payments from the effects of internal recovery, 
to reduce Germany’s overall dependence upon international exchange and to 
increase the gain per unit of trade. In consequence of the pursuit of these 
objectives exchange control became, as Mr. Child shows, part of an exceed- 
ingly detailed supervision and regulation of economic relations with the 
outside world. Bilateral clearing superseded multilateralism as the accepted 
basis of trade, and currency manipulations such as the use of special account 
marks were the order of the day. The author recounts at considerable 
length the effects: of this policy upon Germany’s commercial relations with 
the different countries and regions, stressing the means whereby Germany 
exploited the weaker of her trading partners, though he clearly tries to avoid 
painting too black a picture of the German record. The best example of 
this is probably his contention that although many countries, particularly 
those in South-Eastern Europe, traded with Germany at exceedingly dis- 
advantageous terms, the increase in exports tended to stimulate the internal 
economy and thus brought about a net gain for the “ exploited ” partner. 
It is a pity, however, that the author fails to state in clear terms the reasoning 
underlying this hypothesis; otherwise he would probably not have confused 
the reader by referring to the quite common case in which his argument is 
most likely to be justified—that of unrequited exports to Germany—as 
** double exploitation ” (“‘ double ’” because exports were sold to Germany 
at relatively low prices in exchange for blocked balances). 

There is no doubt that Mr. Child’s book has many merits. He has 
presented a detailed account of an often exceedingly complex issue, and many 
of his judgments appear to be soundly based. On the other hand, there are 
a number of important blemishes. Perhaps the most important one is that 
although the author has attempted to present a comprehensive study, many 
problems remain unanswered. We do not really learn very much, for 
example, about the detailed working of German trade controls (what exactly 
were the internal German arrangements for coping with the problem of the 
widely differing prices being paid for imports of the same commodity’), 
and some attempt should (and could) have been made to obtain quantitative 
evidence for the contention that Germany’s terms of trade differed markedly 
from country to country. Finally, there are a number of confusions, includ 
ing verbal contradictions, in the argument, which careful proof-reading 
would have eradicated. 

H. H. Liesner 
The London School of Economics. 
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A History of the Dollar. By A. Nusssaum. (New York: Columbia Univer- 
sity Press, 1957 (London: Oxford University Press, 1958). Pp. 
308. 36s.) 


Mr. NussBaum has produced a very interesting chronicle of the dollar. 
He has delved into the past and brought to light many fascinating episodes. 
He has faithfully recorded the leading events in the evolution of the dollar 
with scholarly care. At times he makes us share his interest in the format 
of coins or the imprint on notes, and he has illuminating legal passages. 
Towards the end he allows himself to show a certain pride, but in an 
entirely discreet and inoffensive vein, in the emergence of the dollar, after 
its checkered history, as an international medium of settlement of foremost 
importance in the world. He is entitled to that pride. 

On the other hand, he does not appear to be deeply interested either 
in the theory of coinage as such, embodying the central principle of 
Gresham’s Law and all that flows therefrom, or in the interaction between 
monetary and trade-cycle theory. Sometimes he is content to account for 
an outflow of metal by an adverse balance of trade. A keen theorist is 
apt to regard such an adverse balance as posing, rather than solving, the 
problem. May it not be due to some internal monetary disorder, which 
itself needs explaining? Or to some disparity in mint ratios of a kind that 
played so dominant a part in coinage history? 

An example of this is that, in referring to the decline of silver prices 
“to an extent never seen before ” after 1873, he does not mention the rup- 
ture in that year of the bi-metallic par for the first time for some five 
centuries; that par had been the dominating influence on the fate of gold 
and silver coinages, in America no less than elsewhere. No one sensitive 
to coinage theory could just have slid over that event. 

Your reviewer may perhaps be permitted to take up a point, where he 
is referred to in Mr. Nussbaum’s text. I stated that the gold value of the 
dollar was sustained in the thirties, after the dollar ceased to be gold- 
convertible for individuals, by the operation of the gold bullion market in 
London. He seems to find in this an implied slight upon the United States 
—which was by no means intended!—and rather heavily observes, “ the 
gold-value standard of the dollar as established by the presidential pro- 
clamation of 1934 was maintained by the United States itself, whose gold 
reserves amounted to four or five times those held by the United Kingdom.” 
A mere proclamation that a currency is worth so much cannot alone main- 
tain its value, if that proclamation is not reinforced by a willingness to 
convert it for individuals. The American willingness to convert it for 
other central banks was essential, but not sufficient, for the maintenance 
of its value. The point is that the London gold bullion market was in 
daily touch with the British authorities, on the one hand, who could get 
gold for dollars at the shipping parity, and with the individuals throughout 
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the world, on the other. This meant that the top sterling price of gold in 
the bullion market was governed day by day by the sterling price of the 
dollar in the foreign-exchange market, which floated, and this meant that 
the whole world of individual dollar holders could get gold for dollars via 
sterling, if they so wished, at par plus shipping cost. After the War this 
mechanism was no longer operating, and the dollar fell to a heavy discount, 
as Mr. Nussbaum narrates. How was that? if it was the President’s 
proclamation and the large size of the American gold reserve that upheld 
the dollar in the thirties, why did they fail to do so in the forties? The 
answer is that in the latter period there was nowhere in the world a gold 
bullion market operating in daily touch with a monetary authority able 
to get gold for dollars at par. 

Mr. Nussbaum thinks that gold itself is now losing importance, and that 
“a kind of international dollar-gold standard seems to have emerged.” 
If this went well, all would welcome it; but its success is by no means clearly 
assured at present. It could succeed if the Americans were willing to 
allow external dollar balances to grow in line with world trade, which 
would mean that they would soon far exceed the gold reserves of the United 
States, valued according to the proclamation of 1934. Alternatively, it 
could succeed if the Americans altered the value of the dollar set out in 
that proclamation. If they are not willing to do either, then gold is likely 
to come to the forefront again, regardless of the dollar, but only after a 
painful process of transition. There are certain awkward, hard-edged 
facts about money. Mr. Nussbaum’s theoretical appreciation is rather 
too vague for him to be a good guide about these. 

R. F. Harrop 
Christ Church, 
Oxford. 


The Structure of British Industry, A Symposium. Edited by Duncan Bury. 
(London: Cambridge University Press for the National Institute of 
Economic and Social Research, 1958. Vol. I, Pp. xvii + 403, 45s.; 
Vol. II, Pp. xii + 499, 50s.) 


SINCE some criticisms are made below, let it be said at the outset that 
the National Institute of Economic and Social Research has put all teachers, 
undergraduates and students of economic affairs deeply in debt to it, by 
conceiving and executing this work; and so have the administrators of 
the Conditional Aid programme for economic research, who financed the 
preparation of this landmark. 

Previously, every seeker after knowledge of the organisation or function- 
ing of British industry has had to hew his way through the vast primeval 
forest of White Papers and journal articles, confronted with infuriating in- 
consistencies in statistics between one source and another, and forced, for 
lack of even bibliographical guidance, to zigzag myopically from one source 
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to the next. Now the forest is mapped, a wood has been created from the 
trees, and for those who wish still to ferret in the undergrowth, there is an 
organised system of signposts in the bibliographies which complete each 
contribution. 

It goes without saying that the standard of the contributions is uneven; 
though they are all competent. Fortunately, the sheer size of the work 
(nineteen studies, covering industries responsible for 40% of the net output 
of manufacturing, plus agriculture, building, transport and coal-mining) 
relieves the reviewer from the invidious task of drawing up a league table 
of contributors, and from the idle pretence that his own knowledge is encyclo- 
pedic enough for him to essay such an enterprise. It seems more useful 
instead to consider some general questions which the work provokes. 

The general conception of the symposium is indicated by its title; it is 
concerned with the structure of a group of British industries. It is taken for 
granted that it is appropriate to define an industry in terms of the standard 
industrial classification. This reviewer happens to believe that there are 
good reasons for so doing, and the gap between theoretical and applied 
economics in this field is no doubt too long standing for much discussion to be 
needed. But, given the degree to which the traditional theory of the firm is 
based on a product classification, one might have expected some explicit 
justification for the activity classification here adopted. 

This is perhaps only a particular example of a general deficiency in the 
symposium; namely, the absence of clear guiding principles for the con- 
tributors. The distinction between structure and function has long estab- 
lished scientific warrant. But the body economic is a far more complex 
organism than is the body physical. There is the more need therefore for a 
study of structure to be guided by some prior notion of what is important 
from a morphological point of view. Indeed, since change is a fundamental 
feature of industrial structure, it is at least arguable that the changing 
structure of British industry would have been a more rewarding subject. It 
is said in the introduction to the study that the object was to examine the 
effect of structure on economic performance. This is all right so far as it 
goes. But economic performance is still largely an undefined term, par- 
ticularly as applied to an industry rather than a firm. 

This absence of a general guiding principle for contributors is un- 
doubtedly a reflection on the present state of economic thought rather than 
on the organisers of the study. But it helps te explain why a certain lack of 
direction is apparent in some of the essays. Not to put too fine a point on it, 
some of them must be characterised as inordinately dull; even after due 
allowance has been made for reviewer’s indigestion. 

A work of reference is dull almost by definition. But these contributions 
were not intended to be merely that. And Mr. Reddaway’s chapter on the 
chemical industry is a most stimulating example of what can be done by 


someone who approaches his subject with a clear set of important questions 
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in mind. There are some other essays which come near this standard. 
But in some cases the line of inquiry is by no means clear. Indeed, one has 
the impression that some contributors may have been inhibited by the 
emphasis on structure from trying to answer some of the more obviously 
important questions which naturally suggest themselves. For example, the 
reader who approaches the study of inland carriage by road and rail with 
the idea that he will find there set out the conditions under which the rail- 
ways could hope to pay their way on a commercial basis is in for a dis- 
appointment. 

Perhaps, however, all that these criticisms amount to is a plea that some 
one, a giant in conceptual ability and industry, should now produce the 
general treatise which the editor’s concluding Retrospect explicitly does not 
attempt. Certainly, anyone sufficiently daring to take on this task has here a 
rich store of material on which to draw. 

Mr. Reddaway provides him with a discussion of the concept of an 
industry, in terms of common “ know-how and facilities,” which would have 
filled admirably the gap in guidance to contributors referred to above. 
He gives also some illuminating insights into the question of goodwill, a 
factor of prime importance, since it is this which guards the markets for in- 
dustrial products from the instability suffered by primary producers, but 
one which has received little attention. The importance of “ regularity of 
supply or reciprocal loyalty between producer and customer” must have 
become all the greater in the post-war era of full-capacity working. 

There will be many to question Mr. Reddaway’s conclusion that ‘‘ One 
of the advantages of having production largely in the hands of a very few big 
firms is that they assume a sense of responsibility to the public interest which 
is probably more valuable than any formal regulations or agreements could 
be in such a complex and changing industry.” Indeed, Professor Carter, 
while recognising the dilemma that, in the building industry, “‘ competition, 
while a spur to efficiency, makes its attainment more difficult because it 
prevents co-operation in the planning of the world,” sets his face squarely 
against the rationalising or nationalising solutions which have been proposed. 
But, wherever the truth may lie, these are the big issues for debate. 

Professor Carter himself provides less of a source book than do most of 
the other contributors, but I am full of admiration for the neat way in which 
he has reduced this “‘ untidy, shambling giant ” of an industry to order in 
less than thirty pages. He succeeds in asking most of the right questions— 
much the most difficult activity—even if not all of them are answered. 
Amongst other things, his contribution illustrates very clearly why general- 
isation is so difficult in the theory of competition. 

And finally, to end this very small sample of the stimulating ideas to be 
drawn from the symposium, there is Mr. Silberston, boldly seizing the old 
and sturdy nettle which Professor Galbraith has recently christened the 
dependence effect. Since the use or misuse of tail-fins and chromium plate 
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has become the leading symbol of the effect, a study of the motor industry 
could scarcely avoid discussing it. Nor is it surprising, in the present state of 
knowledge, that Mr. Silberston should present his conclusions on com- 
petition and efficiency somewhat uneasily. But the discussion is full and 
fair. And there is some comfort, morally dubious though it may be, in the 
implication of his export-performance criterion that, a trade-based economy 
having to take the world as it finds it, any lead for dealing with the effect 
must originate in the land of its father. 
J. Downte 
London. 


American Investment in British Manufacturing Industry. By Joun H. Dunninc. 
(London: Allen & Unwin, 1958. Pp. 365. 35s.) 


THE impact of United States capital in British industry and the extent of 
its penetration is largely virgin territory, and Dr. Dunning’s book is all the 
more important for that reason. Faced with the relative paucity of pub- 
lished material, he has succeeded in obtaining data by interviewing 160 
companies and corresponding with 45 others. These 205 companies 
accounted for 90-95 % of the total labour force of American financed manu- 
facturing units in the United Kingdom, and for that reason, as well as Dr. 
Dunning’s obvious concern to avoid unsupported generalisations, his con- 
clusions on the advantages and disadvantages of American participation in 
British industry can be treated with respect. 

There is no doubt in Dr. Dunning’s mind that the advantages far out- 
weigh the disadvantages. The advantages have been direct in reducing the 
dollar import bill and increasing United Kingdom exports. The magnitude 
of the contribution on both sides of the account is impressive. In 1954 about 
£500 million worth of goods and services produced by American-controlled 
firms were consumed in the United Kingdom, but Dr. Dunning estimates that 
had the equivalent quantity of goods been imported from the United States 
the cost would have been as much as £600—£650 million. In the same year, 
exports of these companies totalled £275 million, or one-eighth of total 
United Kingdom manufactured exports. Indeed, in the case of the newer 
industrial products—those which have been commercially produced only 
during or since the 1930s—the American-financed companies accounted 
for one-third (and if cars are included, two-fifths) of total United Kingdom 
exports of these products. 

The other advantages have been less tangible but equally important, 
since they accrue from the example that the United States companies have 
set their British counterparts in management techniques, research and 
marketing methods. 


** The directness of these associations and the contact which United 
Kingdom industry has been given with American industry has increased 
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their receptiveness to new ideas, and has enabled this country to adapt 
herself to her changing economic environment more quickly and with less 
frictional disturbance than would otherwise have been the case. Pro- 
ductivity has been raised in many spheres of industry and commerce, 
American managerial practices have been both publicised and assimi- 
lated, and the general tempo of industrial development advanced.” 


As far as research is concerned, most of it is done by the parent companies 
in the United States. Only one-fifth of the firms undertook basic research 
on their own; nearly three-fifths did some applied and development research 
while relying on their parents for fundamental know-how; and the re- 
mainder maintained no separate research department. It is a sobering 
thought, however, that in real terms the parent companies of the hundred 
most important American-financed firms manufacturing in this country 
devote more to research and development each year than the whole of 
British industry combined. 

Dr. Dunning stresses that the traffic in research and development is not 
entirely one-way: new knowledge has been passed back in respect of diesel 
engines, turbines, harbour radar installations, phenolics, laminated plastics, 
materials for cinematic equipment and mechanical handling techniques. In 
addition, nearly half of the companies make some specific payment for re- 
search knowledge, but the author is right to emphasise that “‘ too much 
reliance on the research and development department of the American con- 
cern could well mean that the British company refrains from independent 
research,” and by restraining the demand for pure scientists and technolo- 
gists tends towards “‘ the stifling of initiative and the development of this 
country’s industry in its own right.” 

The greater part of this study deals with post-war developments, and 
quite rightly so, for American investment has increased most rapidly during 
this period. In 1955 it stood at $1,420 million: 70% more than in 1950, 
175% more than in 1943 and 195% more than in 1929. This post-war 
growth is attributed to the dollar shortage, which induced American firms 
to produce in Britain and sell their products abroad for sterling; to the 
growing demand for American designed and styled goods; and to Britain’s 
need of specific industries, such as oil-refining, in which American expertise 
was most important. But Dr. Dunning does not neglect the two earlier 
waves of United States investment in this country: the first from 1870 to 
1914, and the second during the inter-war years, when import duties and 
quota restrictions were imposed on the products of their parent companies. 

Dr. Dunning has made the most of his material, and the result is a book 
which is a competent and thorough analysis of the growth, consequences 
and implications of American investment in British industry. 

RICHARD EvELY 
National Institute of Economic and Social Research, 
London. 
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Economics and Agriculture. By ANNE Martin. (London: Routledge & 
Kegan Paul, 1958. Pp. viii + 169. 21s.) 


Miss Martn here sets out briefly and clearly the basic theory of markets, 
demand and supply with special reference to the conditions of agriculture. 
Market prices, the relationship between incomes and prices and between costs 
and prices, the nature of profits and of economic rent, that elusive concept 
economic efficiency, the reasons for and methods of State control of agricul- 
ture, the problems of land tenure are severally discussed in nine chapters. 

Miss Martin writes easily, she draws her illustrations from a wide know- 
ledge of agricultural problems in many countries, and many beginners in 
agricultural economics will find this book useful. But the more practically 
minded students working for an agricultural degree may be discouraged by 
the first chapters, whose matter is far from immediately relevant to the world 
they know. The chapter on economic rent, vr interest, largely ignores the 
market for land or for houses as it operates to-day; it seems likely only to 
confuse the beginner by presenting him with concepts of negative economic 
rent and negative pure profit, abstractions which have only a tenuous link 
with the profits and rent actually earned in farming. 

Again, Miss Martin includes in her exposition of production planning 
those imaginary animals the iso-cost and iso-revenue lines, whose main 
function is to provide easy questions for the examiner of final-year honours 
students. In my experience, the undergraduate studying agriculture does 
not find such concepts of any use in thinking about economic problems. 
And the author’s contention (p. 37) that land and capital cannot be distin- 
guished is belied by the last chapter, which discusses separately their separate 
markets and conditions of supply. 

For the students who are prepared to plunge into economic analysis, or 
for those who have already dabbled at the shallow end, this book will be a 
welcome addition to the meagre list of text-books on agricultural economics. 

Epirh H. WHETHAM 
School of Agriculture, 
Cambridge. 


The British Paper Industry, 1495-1860. By D. C. Coteman. (London: 
Oxford University Press, 1958. Pp. xvi + 367. 55s.) 

Tuts book is sub-titled A study in industrial growth. Written almost entirely 
from the angle of economics, it sets out not only to describe but also to explain 
the development of the paper-making industry from the end of the fifteenth 
to the middle of the nineteenth century. It starts from the growth in the 
demand for paper and goes on to analyse the major influences operating 
from the side of supply—raw materials, capital and labour. The inter- 
actions of supply and demand, the effect on the industry of changes in fiscal 
policy, the changing locational pattern, the firm structure and the course of 
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technological change are carefully woven into the narrative so that in each 
phase of its history we are made aware of why things happened the way they 
did and what exactly was making the industry “ tick.” Only the chapters 
on industrial relations, excellent as these are in themselves, appear to stick 
out a little as loose ends. 

It is not easy to illustrate the combination of historical narrative and 
economic analysis which is the central merit of the book. We are, for 
example, given a picture of rising demand in the eighteenth century being 
met by the introduction of the Hollander, with consequent changes in the 
scale of production until progress is halted by rising rag prices, labour diffi- 
culties and tariff policy. Pressure built up, and this appears to have resulted 
in the nineteenth-century “ breakthrough ”—the paper-making machine, 
rising productivity, fiscal reform, falling prices, increasing demand and so on. 
One is not left with a feeling that all this was inevitable. The concurrent 
rise in raw-material supplies on which so much depended was largely for- 
tuitous. One is left to speculate whether a new source of raw material 
(wood-pulp) would have been tapped more quickly had things been other- 
wise. 

It seems almost churlish to offer minor criticisms of such a first-rate piece 
of work. The economic approach should not lead economic historians into 
a belief that sensible economic reasons should be found for everything. The 
factors governing the location of the industry at the end of the seventeenth 
century (pp. 34-7) may have been less important than the chance that some 
local person would interest himself in paper manufacture. There must have 
been very many places in England where sufficiently suitable conditions 
could be found. 

The present reviewer, as a true son of Gwent, was horrified to see 
Monmouthshire described as a remote area circa 1851 (p. 220) with the 
implication (p. 221) that it was remote from coal and from canal and rail 
transport. So far as Mr. Coleman’s account goes, the decline in the number 
of mills at work in Monmouthshire 1816-51 takes a bit of explaining away, 
though we may surmise that clean water may have been difficult to come by 
in 1851. Another minor criticism arises in connection with the late intro- 
duction of steam power. Mr. Coleman attributes this chiefly to the antiquity 
and remoteness of the mills (pp. 112-13). It seems more likely, however, 
that power could be applied only to a process which accounted for a small 
proportion of total costs. 

But these are very minor blemishes on a most impressive product of 
the new school of economic historians. It is a very good book which should 
interest specialists in industrial organisation as much as the historians. 

A. BEACHAM 
Aberystwyth. 
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The Efficiency of the Coal Industry. An application of linear programming. By 
J. M. Henperson. (Cambridge, Mass.: Harvard University Press 
(London: Oxford University Press), 1958. Pp. xii + 146. 36s.) 


Dr. HENDERSON’s monograph deals with the following limited but im- 
portant question. Ifthe United States be divided into eleven coal-producing 
areas (in each of which open-cast production is distinguished from mining) 
and fourteen consuming areas, how in any given year should production be 
allocated among the twenty-two producing units, and which coal should be 
sent where? He assumes perfectly inelastic demands and constant marginal 
costs of extraction up to a capacity limit for each area—reasonable enough 
assumptions given the short-run nature of the problem. 

Dr. Henderson formulates this problem in terms of a linear programming 
model, which he applies to data for 1947, 1949 and 1951,to calculate for each 
year an optimal pattern of production levels and deliveries. By comparing 
these patterns with those observed, he is able to obtain measures of the 
efficiency of the coal industry in solving this particular problem. (The 
measures can, of course, throw no light on the efficiency of the industry in 
allocating production among the 800 or so pits in each area, or in solving 
long-period problems.) 

The obvious and most significant measure, ignoring differences in factor 
prices, is one based on comparison of the total costs incurred by the actual 
and the optimal patterns. It turns out that total costs were 8-12% higher 
than they need have been, this excess being composed of extraction costs about 
5% above the optimal and transport costs from 13 to 26% higher. The 
“ dual ” programming problem enables him to investigate the distribution of 
the costs of inefficiency between consumer, operator and deposit owner, and 
to conclude that they fall mostly on the last-named. It seems that, once 
again, inefficiency is due to a failure to charge full economic rent. Dr. Hen- 
derson also computes a measure of efficiency showing the proportion of total 
output that is produced in the right areas; this is clearly inferior to the cost 
measure, as it gives no indication of the magnitude of the loss caused by each 
“ misallocated ”’ ton of coal. 

So long as he is applying his linear programming model, or discussing its 
results, Dr. Henderson exhibits an unusually high level of technical com- 
petence. But in Chapter VI he yields to a temptation to discuss the long-run 
efficiency of the industry, and to offer suggestions for improving it. His 
empirical work on the short-run problem offers no guidance here, and his 
discussion is both superficial and naive. To take but one example, he ignores 
capital costs, which, though not relevant in the short-run, are important in 
the long-run—there is, after all, a considerable difference between a coal 
deposit and a coal-mine. 

We must also register some doubts about his suggestion in Appendix B 
that the same technique can be applied to agriculture. Differences in 
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quality and season mean that a very large number of commodities must be 
distinguished by the model, as they certainly are by the consumer. This 
is likely to produce a programming problem of quite unmanageable magni- 
tude. In addition, for many agricultural products it is not plausible to 
assume an inelastic final demand, even in the short run. 

But with these specific qualifications, we must congratulate Dr. Hender- 
son on an excellent book, and one which is a model of what applied economics 
should be. He combines, moreover, considerable expository skill with a 
clipped American style, reminiscent of Hemingway, which makes a most 
refreshing change from so much of economic writing. 

M. J. FARRELL 
Gonville and Caius College, 
Cambridge. 


Introduction to Modern Statistics, with applications to business and economics. By 
W. Z. Hirscu. (New York and London: The Macmillan Company, 
1957. Pp. xiv + 429. 45s. 6d.) 


How should we teach statistics? At the elementary level the choices are 
clear-cut: we can either show a fledgling economist in his first or second year 
at the university how to use statistical data to answer economic problems, 
keeping statistical methods—sampling, regression analysis—for the specialists 
in their final year; or we can spread the teaching of statistical methods over 
two years, allowing experience in handling data to accumulate by way of 
exercises and time. Both methods can be made to cater for the bright 
student; only the first is suitable for all types of students—providing that we 
grant that it is an expensive luxury actually to teach an economist when to 
hire a statistician. ‘The second question is: in scrutinising data, how much 
statistical equipment does a student need? The philosophy ofsocial account- 
ing, some theory of index numbers, the techniques of decomposing time 
series, together with instruction in averaging, errors and graphical and 
tabular presentation—these will be generally agreed upon, and if they are 
combined with exercises on the main sources (in Britain: the Bluebook, 
Monthly Digest and Census of Production) it will also be agreed that they 
provide plenty of work and scope for a non-specialist course in the first or 
second year. 

What texts can be recommended? Devons and—more recently— 
Marris cover parts of such a course. But both are intentionally selective. 
Successful texts on methods such as Allen, or Mills, provide the rudimentary 
equipment, but it is surrounded and at times embedded in methods more 
suitable for the specialist. From this point of view, Professor Hirsch’s 
“* Introduction ”’ is for the specialist. It is well organised, easy to read, with 
welcome dashes of common sense and humour in the examples. At the 
elementary level it deals very satisfactorily with averages, index numbers 
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and the decomposition of series. At the other extreme it deals—again very 
satisfactorily—with confidence interval estimation and decision theory. 

If it is correct to judge this text as a text for specialists the one substantial 
criticism is that its emphasis is wrong. While the methods presented are 
up to date, the particular branches of statistical theory are those traditional 
subjects which provide little assistance to the economics student finding his 
way around the econometric literature. (It is only fair to say that this does 
not apply to the industrial statistician or the market researcher.) Professor 
Hirsch limits himself to a brief statement about multiple correlation (one 
page and a half). Considering that he takes the students such a long way 
into decision theory, control charts and the like, this seems an odd arrange- 
ment. There is no doubt that recent advances in statistical theory have left 
the middle-aged economist gasping, and it is valuable to have some of these 
developments distilled into a very readable text-book. But there are other 
developments in stochastic theory which are more suited to the interests of 
the general economist. Alas, no one with Professor Hirsch’s gifts as a 
distiller has as yet turned to them. 

ConraD BLYTH 
Pembroke College, 
Cambridge. 


Survey Methods in Social Investigation. By C. A. Moser. (London: Heine- 
mann, 1958. Pp. xiii + 352. 35s.) 


Mr. Moser quotes an estimate of the annual expenditure on market- 
research sample surveys in this country, which in 1956 was some £34 million. 
It will be higher now, and if we add to this the cost of the government Social 
Survey, expenditure by academic research bodies, to say nothing of the effort 
of many, often small political and social organisations, we have survey work 
adding up to an economically sizeable activity. It is therefore timely that 
a comprehensive book like Mr. Moser’s should appear, setting out to provide 
an introduction to survey methodology for the social science student, for the 
ad hoc surveyor, and—very important—for the users of survey results. 

Here one finds discussion of most of the problems encountered in the 
design, execution and analysis of large-scale social surveys. Alongside an 
extremely clear description of the technical aspects of the work (sampling 
theory, mechanical methods of analysis and the like) the author does not eschew 
common-sense advice on such important matters as ensuring that the survey 
is not overlapping with others, or on the writing up and presentation of con- 
clusions. He has been at considerable pains to refer to the specialist litera- 
ture and there is an extremely useful bibliography with nearly 300 references. 

There is no doubt, however, that the preparation of a text-book on this 
subject at the moment presents considerable difficulties, because of the 
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unsatisfactory state of our knowledge over much of the field. Work on the 
sampling of human populations has now reached a point where there is a set 
of scientifically based and well-defined principles available. As the author 
remarks, future developments here should be mainly refinements. When 
it comes to data collection, however, the method of field work, the design 
of questionnaires, the role of interviewers, response and the like, we must 
agree with Mr. Moser that our knowledge is primitive. There is a good 
deal of experience available (although not as much as there might be if 
investigators would only make more widely available the results of their 
trials and errors), but the most cynical would view this as a body of folklore, 
and the most kindly disposed as providing only a very general framework of 
reference. 

I find it surprising therefore that the author has not adopted more widely 
a technique which he uses in his discussion of sampling. Here, after three 
chapters of sample theory and design, he devotes a fourth to the description 
of a national random sample design for a specific inquiry. Thus the reader 
sees the general applied to the particular, and although he may never him- 
self be faced with the same problem, he can learn much of practical value. 
Why not similarly, then, with other aspects of a survey? If, for instance, we 
could have had a description of the stages through which a particular 
questionnaire passed, the form and order of the questions, its length, the 
amendments made after pilot experience and finally a discussion of mistakes 
and omissions, then many of what the experienced practitioner knows to be 
sound words of advice but which may appear to the uninitiated as vague 
generalities, would take meaning from such a concrete setting. Teachers 
using this as a text-book can supply their own illustrations, but the book is 
intended for a wider audience. 

Indeed, it is to be hoped that it will be read by many of those now working 
in the survey field, who may then take note of the plea it contains, for more 
experimentation both at the pilot and main survey stages. It is clear from 
a comprehensive study, such as Mr. Moser’s, that the area for investigation 
is vast. But surveys are costly, and while their results are in such demand, 
it is often difficult to justify expenditure for purely methodological research 
alone. The advance of knowledge must therefore depend upon the con- 
scious co-operation of all those responsible for the planning and execution of 
social surveys. 

Dorotruy COLE 
Department of Applied Economics, 
University of Cambridge. 
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Financial Intermediaries in the American Economy since 1900. By R. W. Goxp- 
smiTH. National Bureau of Economic Research Studies in Capital 
Formation and Financing No. 3. (Princeton, New Jersey: Princeton 
University Press for the National Bureau of Economic Research 
(London: Oxford University Press), 1958. Pp. xxxv + 415. 68s.) 


Tuts is a broad descriptive study of financial concerns in the United 
States essentially based on balance sheets for eight benchmark years between 
1900 and 1952. These include such different institutions as federal reserve 
banks, government pension funds, investment trusts and personal trust 
funds; but of course the commercial banks and the insurance companies 
are the largest groups. This diversity makes it difficult to weigh up the 
significance of changes in the totals. But there is an even greater difficulty. 
This sector of the economy—as the word “ intermediary ” suggests—is far 
less independent than, say, the steel industry: its whole shape and size and 
growth is intimately connected with the development of the economy as a 
whole. Thus it is far harder to explain changes within this financial sector 
without writing a detailed economic history of the whole economy. 

Thus, to say that Dr. Goldsmith succeeds in presenting a memorable 
description of the main features of this financial sector and indicating the 
reasons for the outstanding changes that have occurred over the past fifty 
years is to pay high tribute to his wealth of knowledge and skilful exposition. 
But this remains in some ways a difficult book. For, as is pointed out in the 
foreword and stressed by the author throughout, this branch of economics 
is in its infancy. This is a collection of building blocks, a collection that 
will certainly prove most valuable to many future workers in this field. 
As yet we cannot clearly see how they will fit together into an analytical 
structure explaining the interdependence of economic and financial growth 
and specialisation. 

Some features, however, emerge clearly already. We can see that this 
financial sector has grown faster than the economy as a whole. This is 
common knowledge, and one valuable service performed by this study is 
the correction of exaggerated popular impressions of the dominance of 
financial units. Thus it is misleading to compare the holdings of financial 
concerns of all assets, tangible and intangible, with the total of national 
wealth; the true comparison with the total of national assets shows that 
the percentage held by financial intermediaries increased from 11% in 
1900 to 22% in 1952. Since 1929 the most striking rate of growth has 
been in public intermediaries such as government insurance and pension 
funds. For the period as a whole from 1900 to 1952, adjusting for price 
changes and the growth of population, the rate of growth per head of 
assets of insurance organisations was over 4%, as compared with only 2% 
for the banking system. This relative growth of institutions which are 
mainly long-term lenders as compared with the banking system is reflected 
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in the funds provided for non-financial corporations by this financial sector. 
In the period 1901-12, 45% more was provided by acquisition of corporate 
bonds than by commercial bank loans: in the period 1946-52, 130% 
more. Financial intermediaries have become a slightly more important 
source of external funds for corporate business, but the change has been 
much smaller than many of us would have guessed. They provided 36% 
of external funds in the period 1901-12, 48% in 1950-52. In the total 
finance of corporate business the growing importance of retained profits has 
meant that the proportion of funds provided by financial intermediaries 
shows little change. But large manufacturing corporations relied more on 
financial intermediaries as a source of funds from 1946 to 1952 than in 
the 1920s or 1930s. 

Again it is valuable to be reminded of the relative importance of housing 
and consumer durables, as the latter is so much more spectacular. Thus 
non-farm households are estimated to have provided $723 billion for saving 
and capital-consumption allowances over the period 1901-49 and to have 
received $70 billion from external sources, of which $41 billion was in the 
form of mortgages and only $20-1 billion notes and accounts payable. 
As Dr. Goldsmith says, “‘ There is no question that the acquisition, holding 
and improvement of residential real estate has been far the most important 
single purpose for which nonfarm households require external financing.” 

The relationship of the main forms of saving through financial inter- 


mediaries to personal disposable income is another important aspect of | 


their role in the economy. Such saving rose from a third of total personal 
saving in the first thirty years of this century to rather over half in the next 
decade. 

Another virtue of this study is the clarity with which it draws attention 
to the deficiencies in the data and so suggests fields where further research 
is required. The finance of non-corporate business is one such large field. 

R. F. HENDERSON 
Corpus Christi College, 
Cambridge. 


Economic Concentration and the Monopoly Problem. By E.S. Mason. Harvard 
Economic Studies, Volume C. (Cambridge, Mass.: Harvard Univer- 
sity Press (London: Oxford University Press), 1957. Pp. xvi + 4ll. 
48s.) 


Tuts book consists of numerous papers written by Professor Mason during 
the last twenty years. In Part I the author examines the problem of 
industrial concentration, mainly, although not entirely, in an Americal 


context. He analyses the different senses in which the term is used (concent | 


tration of control in the economy as a whole and concentration within 
particular industries), and he considers the economic significance of each type. 
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He then reviews the evidence about changes in the degree of concentration 
during recent decades and he concludes that in the United States’ economy 
concentration has probably diminished during the last quarter of a century. 
This Part also contains useful papers on the price and production policies of 
large firms. Part II is mainly concerned with the relation of competition 
and monopoly to price policies and to problems of wages and employment. 
The author’s treatment of price inflexibility is of particular interest. He also 
analyses the differences between the kind of monopoly power exerted by 
trade unions and that exerted by great firms or cartels, and he brings out the 
importance of these distinctions for public policy. Part III consists of papers 
on American resources and access to raw materials, in relation to the require- 
ments of strategy, political security and economic growth. In Part IV the 
author deals with anti-trust policy, chiefly in the United States. He distin- 
guishes between the attitude of lawyers and economists towards this policy, 
and he discusses the significance of recent trends in economic thinking about 
it. 

The book, by the nature of its construction, lacks the unity of a systematic 
treatise; here and there it suffers from repetition; and Part III has only 
slender connections with the main theme. Nevertheless, the book is sur- 
prisingly well articulated, and taken as a whole, it makes a valuable contri- 
bution to the subject described in the title. 

Professor Mason’s treatment is eclectic, as good sense and realism require. 
The theories of monopolistic and imperfect competition, which once seemed 
so full of promise for the investigation of situations in the actual world, have 
provided, as he says, “‘ a beautifully logical and consistent set of propositions 
without direct operational applicability.” More recently, attempts to inject 
realism into this branch of inquiry by the introduction of the concept of 
“workable competition ” have still left us without criteria easily applicable 
to actual situations. Professor Mason comments that the study of these 
problems and of price behaviour in particular has presented “ the dilemma— 
too general in economics—of a choice between an institutional gathering of 
irrelevant data and a theoretical formulation of unanswerable questions.” 
Although he does not pretend to have discovered the path to reconciliation, 
he at any rate suggests the type of questions that are relevant to an examina- 
tion of many business situations and he discusses with insight the major 
issues that arise in this sphere of economic policy. 

The author is especially interesting when he calls attention to the striking 
differences in the price policies of firms with apparently similar degrees of 
dominance in their several industries, and to the conditions that determine 
these contrasts, among them “ the stage of economic development of the 
industry, the size of buying units, the nature of the distributive channels that 
confront the industry.” Many of his readers will agree with him in doubting 
whether any “ useful generalisations can be made regarding the price and 
production policies of large-scale enterprise without further specification of 
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the market situations which confront such firms.” In dealing with anti- 
trust problems, he is critical of the traditional American suspicion of structures 
and practices that offend the ideal of pure competition, but he is by no means 
content with the formulations of Schumpeter, Galbraith and Lilienthal, 
whose complacence in the fact of massive concentrations of economic power 
he does not share. He considers that public policy towards monopoly has 
been guided by excessively narrow objectives, while economists and others 
who have sought to establish the principles of such a policy have ignored the 
complexities of the real world of business. An attempt to create a market 
structure and a set of business practices “‘ such that the scope of action of 
individual firms is severely limited by the action of rival firms in the econ- 
omy ” (that is, the establishment of a condition of workable competition) is in 
itself not enough. At the same time, the efficient use of economic resources, 
or the adequacy of long-run business performance in regard to such matters 
as innovation and growth, is also, in isolation, an unsatisfactory objective. 
The tests “‘ both of workable competition and effective business performance 
have merits and demerits; they must be used to complement rather than to 
exclude each other.” Professor Mason offers suggestions about how these 
tests might be applied, and to this as to the other matters discussed in his 
book he brings wise judgment and an admirable knowledge of fact. 
G. C. ALLEN 
University College, 
London. 


Economics of International Migration. Edited by Brintey THomas. Proceed- 
ings of a Conference held by the International Economic Association. 
(London: Macmillan, 1958. Pp. 502. 45s.) 


Tue work under review comprises the proceedings of a conference of 
the International Economic Association on emigration held in 1955. The 
twenty-four papers consist of a group of three which attempt to develop 
analytical tools, followed by groups concerned with individual countries of 
emigration and immigration, intra-European migration, the Far East and 
social aspects of migration. They were well planned, and though of varied 


quality, most were interesting. Their usefulness in print to the student of | 


migration would have been enhanced had they all been given the excellent 
bibliographic backing provided alone by Professor Spengler in his paper 
on the economic effects induced by immigrants. Professor Douglas Hague’s 
report of the discussion is heroic, clear and extensive, though he could 
have made it more interesting had he censored irrelevance more vigorously. 

The conference clearly owed most to the Chairman of its Programme 
Committee, Professor Brinley Thomas, who edited the volume and whose 
paper on migration and international investment provided the conference 
with its point of departure. The Thomas hypothesis, as readers of his 
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Migration and Economic Growth will know, finds the key to the great over- 
seas migrations of the nineteenth century in the connection between move- 
ments of labour and capital. In the Atlantic economy migration syn- 
chronised almost exactly with international investment; long swings in 
the economic development of Britain and the United States were inverse 
to one another, periods of expansion in the American sector being accom- 
panied by high rates of westward-moving migration and investment. There 
was general agreement about the bold outlines of this hypothesis which, 
indeed, had clearly influenced several of the other contributors, notably 
Professors Spengler and Rubin in writing of the United States, Professor 
Timlin of Canada and Mr. Isaac of Great Britain. Criticism and doubt 
appeared in discussion only on the refinements of the theory. There was 
some initial confusion between business cycles and long-term twenty-year 
cycles postulated by the hypothesis, some scepticism about the weight to 
be placed upon the statistical series involved and, more specifically, about 
whether bursts of migration induced bursts of capital movement or vice 
versa, and doubt about shifts of resources in Britain from construction to 
exports demanded by the theory; but on the whole it appears to this re- 
viewer that the hypothesis stood up well to criticism. In particular, 
Professor Thomas defended himself in advance against the criticism which 
had been levelled against it elsewhere by Professor Lewis and Mr. O’Leary 
that because immigration and capital flows were statistically a very small 
proportion of American population and gross national product respec- 
tively, they were of little significance. What is important, says Professor 
Thomas, and here the historian assessing more qualitative evidence must 
bear him out, is the key industry or sector which sets the pace of change, 
the foreign funds which allowed the doubling of American railway mileage 
between 1866 and 1873, for example. It is curious that discussion of this 
free movement of resources dwelt on the benefits to the receiving country 
in terms of capital, labour and skills, rather than the benefit, which Professor 
Robinson almost alone stressed, to the countries of emigration of the 
resultant yield in cheap foodstuffs and raw materials. 

The second part of Professor Thomas’ hypothesis, and the major atten- 
tion of the conference as a whole, was concerned with the period roughly 
since the Second World War when free migration is at an end and inter- 
national investment has profoundly changed its character. The old 
inverse relation has disappeared. American private investment is not per- 
forming the old British role in under-developed countries, either in relative 
amount or in fructifying character. Instead American government invest- 
ment in Europe for the time being has allowed European countries to 
maintain their traditional patterns of labour and capital exports; but the 
old nexus between migration and investment has lost its force and the 
conference turned to consider whether in the new circumstances migration 
is still an aid to economic development. 
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It became clear, especially from the “ country ” papers, that there is a 
good deal of controversy with governments and economists on different 
sides of this question. Australia has a long-term immigration policy, the 
Netherlands an emigration policy, the United States and Canada are in 
varying degrees severely restrictive of immigration; and yet Professor 
Hofstee argues that the Dutch drive to emigrate to Canada is social and 
has no economic justification, whereas Professors Rubin and Timlin respec- 
tively for the United States and Canada believe a more liberal policy would 
still benefit the North American economy; and Professor De Avila can pin 
his faith on immigration as the key to Brazil’s emancipation from economic 
colonialism. The officials of the Intergovernmental Committee for 
European Migration continue to assume the need for emigration, not only 
from Italy and Greece but also from the Netherlands and Germany, whereas 
Professor Edding believes there is no economic justification for German 
emigration and Professor Zubrzycki, that even if there were no iron curtain 
the West would never again see a great migration from eastern Europe. 
Finally, an interesting group of papers dealing with eastern countries 
emphasised the contrast between the empty, under-developed countries of 
the nineteenth century and these new under-developed countries, which are 
also over-populated, where, apart from the infiltration of special skills, 
migration is irrélevant and growth the result of indigenous factors such as 
mass purchasing power. 

The predominant tone of scepticism about the value of migration for 
future economic growth was underlined by the concluding, ably argued 
paper by Professor Ellis. In general, the participants are to be congratu- 
lated in having aired all the major economic considerations. So long as 
attention was focused on the criterion of increasing income per capita, dis- 
cussion was enlightened and definitive. It only faltered when the confer- 
ence shifted its attention to the discussion of two papers on the social aspects 
of migration; but this was a very different kind of terrain. 

F. THISTLETHWAITE 
St. Fohn’s College, 
Cambridge. 


Canadian Economic History. By W. T. Easrersrook and Hucu G. J. 
AITKEN. (London: Macmillan, 1957. Pp. 581i. 50s.) 


“Tue story of Canadian economic development . . . is essentially the 
story of how a group of scattered colonies organized themselves into a national 
economy equipped to provide the industrialized areas of the world with the 
materials and foodstuffs they required.” In these words Messrs. Easterbrook 
and Aitken, in a remarkable collaboration, summarise the history they have 
so boldly and successfully told of what is virtually the Canadian nation. 
The account comes after research by a generation of brilliant Canadian 
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historians such as Innis and Creighton whose works comprise the end-of- 
chapter reading lists; but the sum is more than its parts. The book is a 
splendid synthesis which cannot fail to be of value to all, historians and 
political economists alike, who are concerned with the economic questions 
behind the rise and fall of nations. Though running to nearly 600 pages 
and, as befits its formal status as a text-book, covering every aspect of 
Canadian economic history from the most narrowly provincial to the most 
expansively continental, the account follows a few massive and well-con- 
ceived contrapuntal themes which enable the authors to pursue the particular 
to extremes without losing the reader’s sense of relevance. 

The first set of themes are the great staples which have determined the 
course of Canadian development. Fish, furs, timber and wheat are each 
shown, at length and in fascinating detail, to have provided the successive 
thrusts behind the expansion of British North America. From those bye- 
boat keepers who were seasonal settlers on Newfoundland in the seventeenth 
century, to the coureurs de bois, pursuing their beaver westwards by way of 
ever more remote water-courses, the lumbermen logging the red and white 
pine of the St. Lawrence, and the homesteaders of Saskatchewan, all were 
occupied in producing staples, the fluctuating demand for which in Europe 
determined the fortunes of the Canadian economy. 

These staples were a precarious basis for growth; and the second set of 
themes is concerned with the external and alternating market pulls, British 
and United States, to which the Canadian economy was exposed and which 
constantly threatened to rend asunder the national fabric. No sooner, it 
seemed, had Canadians adjusted, in the generation after the American 
Revolution, to their exclusion by the Hudson’s Bay Company from the 
western fur trade, and their new role as purveyors of squared timber to 
Britain within the mercantile system, than the British timber and wheat 
duties were abolished and the commercial empire of the St. Lawrence had to 
seek new markets in the United States; after the period of Reciprocity, when 
the power of the American economy appeared to justify the United States 
assumption of a Manifest Destiny to take over Canada, Canadians returned 
by means of the tariff and railways to the development of a new, wheat staple 
for European markets. The authors bring out strikingly the ways in which 
the dynamic American economy to the south has chronically threatened to 
disrupt Canada’s lateral communications, of which the building of the Erie 
Canal is only the most obvious example, and the counter-measures, from 
canals and railways to the St. Lawrence Seaway, which the Canadians have 
had to take not only to capture for the St. Lawrence a share of the United 
States mid-western trade but, in some cases, to preserve their very identity as 
a nation. 

Particularly valuable is the comparison of the rates of growth of the 
United States and Canadian economies and the complex of reasons, geogra- 
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as an industrial giant and the persistence into the twentieth century of a 
lagging Canadian economy based on an agricultural staple. 
However, perhaps the most refreshing aspect of the book relates to the 
third set of themes. While by no means neglecting the more abstract con- 
’ cepts of current analysis, the authors give full weight to the human factors, 
individual and communal, without which Canadian economic history might 
have been no more than an episode in the history of the United States. It is 
not simply that the entrepreneurs—whether they be merchants, railway 
promoters, bankers, civil servants or politicians—are portrayed as creative 
decision-takers. The authors are right to describe their story as “ how a 
group of scattered colonies organized themselves into a national economy,” 
because the organisation, will and drive were central to Canadian develop- 
ment. This is essentially a study in political economy, with the central role 
played, not by innumerable individual entrepreneurs spread over half a 
continent, as in the United States, but by a few big men operating in, or with, 
Government, from Montreal or Toronto, in accordance with a strategy of 
planned expansion, in canals, railways, land settlement, the tariff, banking 
and investment, and with strong central institutions, political, financial and 
commercial, which alone could preserve Canada’s cerebral being from 
absorption by the United States. The authors point out revealingly that 
unlike the United States experience, there is in Canada the concept neither 
of the Frontier nor of cutting loose from Europe; instead there is lateral con- 
tinuity and control; the authors are to be congratulated in bringing out so 
clearly the uniquely Canadian experience in North American continental 
expansion. 
F. THIsTLETHWAITE 
St. Fohn’s College, 
Cambridge. 


‘ The Development of the Soviet Budgetary System. By R. W. Davies. (London: 
Cambridge University Press, 1958. Pp. xxii + 373. 45s.) 


Dr. Davies’s study is a very detailed and well-documented one, the 
general scope of which is wider than its title might be held to imply. Since 
in the Soviet system so much more is channelled through the budget than in 
capitalist countries (for example, the major part of investment), the work 
embraces almost the whole field of planning in its financial aspect—what is 
officially termed ‘the unified financial plan’ (although the budgetary 
system proper does not include investment financed directly from industrial 
profits, or before 1938 social insurance payments, and thus is somewhat 
narrower than the unified financial plan). Among the topics covered, for 
example, are financial incentives to industrial enterprises, the system of bank- 
credit and credit control, and general price-policy. 

Over the years there have been many books on ‘ Soviet finance ’ or the 
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‘ financial system’; most of them descriptive of machinery and not always 
noted for their display of an historical sense. It is one of the virtues of Dr. 
Davies’s painstaking and erudite study that he has firmly placed it in an 
historical setting and that from an historian’s training he has derived a 
lively appreciation of the relation of particular devices and institutions to 
time and place. His book does not only describe machinery and account- 
ing classification but discusses the functioning of machinery and the economic 
role of particular financial instruments as well as the problems associated 
therewith. He deserves congratulation for the way in which he has success- 
fully organised a wealth of detail and subordinated it to the answering of 
interesting questions. It will stand for some time as the best standard work 
for students of the subject; but it should also serve as a source-book for 
economists interested in comparative economic systems or the problems of 
planning. 

After a brief account of the pre-revolutionary financial system, Part | 
gives an account of the early financial measures of the revolutionary govern- 
ment after October 1917 and of tine fate of finance during the inflation and 
*‘demonetisation ’ of the civil war years. Part 2 deals with the period of 
NEP in the ’twenties when planning was still in its infancy and much of the 
traditional tax system and credit mechanism was retained. With Part 3, 
comprising nearly two-thirds of the whole, we come to the extensive financial 
changes of the early ’thirties, with their much closer integration of the 
budgetary and the planning system, and the development of this system 
(also its modification, especially quite recently) between then and 1955. 

Inevitably there are certain points which readers with special angles of 
interest may wish to see more fully elucidated. The reviewer would have 
liked to hear more about the ‘ exceptions ’ where turnover tax is levied on 
producers’ goods, and is inclined to think that these exceptions may be some- 
what more important than the author implies. Some may wish for more 
light on price-policy in its relation to output-policy. But available evidence 
about this is scanty, and the recent discussion on price-policy was for the most 
part subsequent to the writing of this book. On the whole, however, the 
general balance of the questions selected for special comment and elucidation 
is beyond reproach, as is the clarity with which they are handled. Among 
such questions are the variation of turnover tax rates for different goods or 
varieties of a good and the extent to which these variations are aimed at 
adjusting supply and demand; control of investment and the extent to which 
discretion is left to lower levels as to ‘ decentralised investment ’ and minor 
repairs; the device of ‘ profit equalisation’ between enterprises with dif- 
ferent costs by means of differential prices at the’ glavki-level; the conflict 
between the ‘ planned output’ motive and the efficiency motive (to each of 
which is harnessed a special form of incentive-payment to the enterprise) 
and the consequences that followed from giving too much weight to the 
former, especially when output-targets were defined in terms of gross output, 
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or alternatively in terms of weight in some cases; the basis of transfer-prices 
between State enterprises, and the method of allocating raw material and 
fuel supplies; and finally “ the successful containment of inflation ”’ in the 
post-war years. 

The book has a good index, an extensive bibliography, some fifty tables 
and a number of convenient charts or figures. Its general appearance is a 
tribute to the typography and printing of the Cambridge University Press, 

M. H. Doss 
Trinity College, 
Cambridge. 


The Wealth of Nigeria. By G. Brian Stapreton. (London: Oxford 
University Press, 1958. Pp. ix + 228. 16s.) 


Tuts book is a modest, but welcome addition to the growing, but still 
inadequate literature on the Nigerian economy. I say modest, because it 
has kept well within the bounds set by authoritative works that will be 
familiar to the specialist; it is welcome, because it provides particularly for 
Nigerian readers a sensible corrective to over-optimistic assessments of 
Nigeria’s future economic expansion. 

In the Preface, Mr. Stapleton tells us that he is “‘ an economist who has 
specialised in Geography, and in particular in that branch of Human 
Geography which is termed Economic Geography.” It is clear as the book 
proceeds—from a catalogue of Nigeria’s “ resources ”’ to a group of chapters 
on “ development ”—that the author’s interests range widely rather than 
run deep. The first third of the book, comprising five chapters, conducts 
the general reader round the subsistence crops, one by one, the cash crops, 
the livestock products, minerals, fuel, population and public services, in- 
cluding transport and communications. Then comes a transitional chapter 
in which the gist of the Report on Nigeria’s national income of 1950/51 is 
reproduced, quite faithfully, but not altogether intelligently (the ‘‘ explana- 
tory Appendix ” to this section could have been considerably extended with 
great benefit to the uninitiated). Nigeria’s output per head is contrasted 
(with a very proper emphasis on the dangers of this kind of international 
comparison), with that of other nations both great and small; and there is 
a useful chapter on the industrial development of the major Western and 
Eastern nations. This central part of the book will give the African student 
much useful background information against which to set Nigeria’s economic 
problems in better perspective. The treatment of Nigeria’s agricultural 
and industrial development is modelled closely on the Report of the Inter- 
national Bank Mission in 1953, and the importance of a balanced or 
“integrated” programme covering the whole Federation is stressed. 
Finally, there are three short chapters describing the structure of Nigeria’s 
international trade, the possible means of financing her development plans, 
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and giving a series of very brief observations on the probable effects that 
political changes may have on economic progress. 

While the treatment is for the most part kept at a level that should 
make for easy and informative reading, there are, perhaps inevitably in a 
book of this kind, several points which do invite criticism. For a start, 
the title must be given a charitable interpretation, since the treatment of 
capital formation is inadequate and incomplete even for an introductory 
account. The view that Nigeria’s economy is growing fairly rapidly is 
accepted without question, although indicators of agricultural output, 
whose overwhelming importance the author correctly emphasises, still 
remain a matter for conjecture. On Nigeria’s trade, the statistics and the 
discussion stop at 1953, since when a surplus on current account has turned 
into a deficit; there is also the impression in this section (p. 179) that trade 
“ought ” to balance between Nigeria and other countries, taken individu- 
ally. Moreover, there is discernibly a tendency to treat physical resources 
as being of somewhat greater economic importance than the rendering of 
services of various kinds; and readers should be warned against this kind 
of wrong emphasis. However, these and other minor blemishes should 
not prevent the book from having a wide appeal, particularly in West 
Africa. 

Tan G. STEWART 
University of Edinburgh. 


Economic Survey of Europe in 1957. Prepared by the Research and Planning 
Division of the Economic Commission for Europe. (Geneva: United 
Nations, 1958. Pp. 390. 28s.) 


Wuat a very good thing it is to be presented every year with such a 
volume as this! One must express admiration for the efforts which go into 
this remarkable compilation, with its unique mixture of painstaking detail 
and stimulating generalisations. The present volume is fully up to the high 
standard which one has come to expect from Geneva. It has, amongst 
other things, an unusually full discussion of the problems of the Eastern 
European economies and of the Soviet Union. Long and meaty chapters 
on these contain a mass of statistical data not otherwise available to the non- 
specialist (or the linguistically limited) economist, the official figures being 
supplemented by an intelligent use of a variety of sources and where necessary 
by the secretariat’s own rough estimates. At the same time there is an 
account of the most important changes in economic policy and structure, 
accompanied by a valuable discussion of unsettled problems. Thus, for 
example, we learn about the debates on the role of prices and the market 
mechanism, especially in Poland, and also of the attempts made by econo- 
mists to bring some kind of order into foreign-trade calculations. This last 
problem arises acutely where one finds both an unrealistic exchange rate and 
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irrationally inter-related internal prices. Both in Hungary and in Poland 
this has led to cautious experiments with notional multiple exchange rates, 
as a guide to planners, but within the present setting the problem is hardly 
soluble. Until recently, as the Survey rightly says, foreign-trade decisions 
were largely ad hoc; it was a matter of finding goods which could be spared, 
with which to pay for imports of goods which were physically short. How- 
ever, the trend is now towards a more rational specialisation within Soviet 
bloc countries, and therefore towards a search for some objective criterion of 
relative efficiency. The discussion of East European trade is illustrated by 
a whole series of most valuable statistical tables. Another subject given full 
and extremely interesting treatment is the problem of manpower and em- 
ployment in the Soviet Union and its group of countries. This is all the more 
important and timely because labour supply is becoming a major bottleneck, 
especially in the U.S.S.R. 

Here and there one may find statements, generally of a detailed character, 
which appear to be questionable or mistaken. Thus, whatever may be the 
ultimate effects of the Soviet reorganisation of industrial planning, an 
* equation of marginal cost with price ” is hardly likely to be one of them, 
though it is true that the new regional authorities will seek where possible to 
eliminate enterprises which persistently make losses. There is also a ten- 
dency, perhaps inevitable in an international organisation, to accept certain 
official claims which could be treated with greater scepticism. Thus the 
Soviet milk and meat output statistics are not internally consistent and 
appear to be somewhat exaggerated. Nor is it likely that the real income of 
Soviet peasants has risen by 68% in the period 1950-56, as is alleged in 
Chapter 7. Indeed, some other Soviet statements suggest that the real 
figure is perhaps half as great, though this, too, represents an impressive 
achievement. In Chapter | it is alleged that Soviet urban housing in 1956 
provided an average of 1-6 persons per room, though this is not even claimed 
by the Russians! Properly deflated into “ living space,” the Soviet official 
housing figures show something of the order of 5 square metres, say 50 square 
feet, per head, which would mean over three people in a room 13 feet square. 
But there are remarkably few points where even the most carping critic can 
quarrel with the Survey’s admirable chapters on Eastern Europe. 

The sections on Western Europe provide ample grounds for thought and 
argument. The authors are evidently out of sympathy with “ sound” 
anti-inflationary restrictionism. While conscious of the need to bring wage 
rises into line with increases in productivity, they do not fail to point out that 
such increases are improbable if output is not expanding. The United 
Kingdom does not show up well in any of the numerous comparative tables. 
Thus our “ share of productive investment in total resources ” appears lower 
than that of any other country except Ireland, Greece and Portugal. Only 
Denmark and Ireland show lower growth rates in the period 1953-56. On 
the other hand, the very useful table on “ indicators of inflationary pressure ” 
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shows the United Kingdom (with France) as having the biggest increases in 
money wages in this same period, while export prices rose by more than those 
of any other major country, and by much more even than those of France, 
no doubt because French output rose much more rapidly. It is not a very 
encouraging picture. 

In its treatment of the economic problems of Western Europe, the Survey 
shows how useful it is to have an organisation capable of transcending the 
mental limitations imposed by frontiers. Thus, while each country taken 
separately may have congratulated itself on expanding exports, we are 
reminded here that much of this expansion has taken the form of supplying 
other West European countries with consumers’ goods, that much of the 
investment effort has gone into sectors which make more consumers’ goods, 
and that the basic industrial structure and economic viability of the entire 
area may not have benefited. This was a consequence of the inflationary 
boom, which made sales to other “‘ booming ” West European countries pro- 
fitable. It is not so clear how this could be prevented, save by deflationary 
measures which tend to damp down the process of growth, and which are 
deplored for other reasons by the authors of the Survey. However, we can 
hardly blame them for not pointing a way out of this dilemma. We would 
all like to know what it is! 

A. Nove 
London School of Economics. 














NOTES AND MEMORANDA 


MR. HUNTER ON COUNTERVAILING POWER: 
A COMMENT 


Lie a child, an idea does not much benefit from a too protective parent, 
for such a posture confesses, even if it does not induce, a certain lack of 
vitality in the offspring. Moreover, in the six years and something more 
since I put forward the notion of countervailing power as a partial solution 
of the problem of market regulation, though the idea has been repeatedly 
destroyed, I have been able to contrive some comfort from the fact 
that the essays devoted to this end continue and, if anything, get longer 
each year. For these reasons I hesitate to comment on Mr. Hunter’s 
lengthy article in a recent (March 1958) issue of this JourRNAL. But 
his determined, incisive and lucid negativism merits attention and not 
alone from those who share his view that irrelevance is a small price to pay 
for stability in economic ideas. Let me refer to some of Mr. Hunter’s prin- 
cipal propositions. 

(1) At the outset he ascribes to me the contention that countervailing 
power “ promotes, invariably, lower retail prices.” In fact, the final 
chapters of the book in question are devoted to showing how countervailing 
power, in a context of high demand, contributes to higher prices and in- 
flation. I want to be generous to Mr. Hunter, so I am willing to assume 
that, in his critical zeal, he could not pause to finish the book. Yet, though 
we may certainly countenance intellectual passion, I wonder if we should 
altogether condone it in an exercise of this kind. 

(2) Mr. Hunter asserts, partly on the “ weight of material and example 
devoted to retailing ” and partly on his own authority, that the “ crucial 
section’ of my thesis is that concerned with distribution. I think this 
part important; I gave this manifestation of countervailing power a good 
deal of space, at least in those chapters Mr. Hunter read, because I thought 
this part of my argument required the most demonstration and _ proof. 
But I also consider the application of countervailing power to the factor 
markets, especially to the labour market, as of crucial social importance. In 
basing his case on distribution Mr. Hunter was, in fact, suiting his con- 
venience. It would have been more candid to say so. 

(3) It is central to his case against countervailing power in the distribu- 
tive trades that Mr. J. B. Jefferys, a distinguished student of marketing, has 
not much noticed the use of bargaining power by buyers. This means, 
evidently, that the theory of markets may not be modified without prior 
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sanction from the marketing experts. Let me add that, while I am un- 
acquainted with Mr. Jefferys, the singular feature of many American 
marketing experts is their inability to notice anything. 

Let me add, further, that I would not argue that deployment of bar- 
gaining power is the only reward to size in marketing. The efficiencies of 
scale are symbiotic with the rewards to bargaining power. And I wonder 
if Mr. Hunter, his resistance to novelty notwithstanding, is really willing 
to argue that the wielding of this power has no appreciable effect on the 
market solution. 

(4) In suggesting that countervailing power has little empirical support 
from the American context, Mr. Hunter cites as evidence the views of 
Professor Stigler. The conventional view has no more skilled defender than 
Professor Stigler; his abilities as distinct from his conclusions command 
the deepest admiration. But citing Professor Stigler in opposition to an 
innovation is precisely on a par with the recurrent American discovery 
that the National Health Service is a failure on the evidence of a fashionable 
Harley Street physician. 

(5) Mr. Hunter’s chief contention is that countervailing power is a 
hodgepodge—“ a series of propositions on such a level of generalisation 
and applied to such a mixture of situations that they are not susceptible 
to a uniform analytic treatment and cannot yield precise results.” This 
seems to me the triumph of negative myopia. For the same argument can 
be made with equal effect against the use of the notion of competition— 
this concept must contend with oligopoly, oligopsony, the various types and 
conditions of product differentiation, the approaches to pure competition 
and the several combinations of these. What a hodgepodge! No one 
would ever contend that competition is susceptible to “ uniform analytic 
treatment ” or that such treatment as we have yields “ precise results.” 
But Mr. Hunter’s frame of mind and method allows and even compels him 
wholly to overlook this. 

(6) Mr. Hunter is right in suggesting that my concern for social har- 
mony—as compared with a single-minded preoccupation with efficiency— 
creates problems. I can attest personally to the difficulties and frustrations 
of trying to deal with them. But Mr. Hunter assumes that the existence 
of such problems is a compelling reason for avoiding them. He is sur- 
prised (p. 102) that any theorist should disagree. Is the case for evasion 
really so strong? 

(7) Mr. Hunter concludes that because I devoted a book to the subject 
there must be something to the idea of countervailing power. Contemplat- 
ing the books that come out each year, even this seems a dubious conclusion. 
Then, although agreeing that countervailing power makes some contribu- 
tions to social understanding, Mr. Hunter states that the “ thesis has no 
solid claim to theoretical status.” What these words mean no one can 
know, and unhappily Mr. Hunter does not say. One thing alone Mr. 
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Hunter makes clear. This subjective and personal test that he applies in 
such sanguinary fashion has nothing to do with an effort to advance social 
comprehension. 

Joun KENNETH GALBRAITH 


Harvard University. 





INDUSTRIAL CAPITAL STOCKS AND ENERGY 
CONSUMPTION 


Economists have frequent occasion to estimate the growth of the total 
or industrial capital stock.1_ Unfortunately, little is known about the capital 
stocks growth: Most reliable estimates are of very recent origin even for 
the United States and for the United Kingdom. For most other economies, 
developed as well as underdeveloped, virtually no estimates exist at all. It 
has been suggested that an index of energy consumption might be substituted 
for that of capital stock growth where the latter is unavailable. The argu- 
ment is that energy-using equipment, which bulks large in the capital stock 
and even larger in the industrial capital stock, should increase at rates 
roughly similar to the increase of the capital stock itself. The use of energy, 
the argument continues, should in turn be related to the growth in capital- 
using equipment. Therefore, energy consumption, it is suggested, should 
be a good indication of the growth of capital stocks and an even better 
indication of the growth of industrial capital stocks. This line of argument 
may be easily challenged, however; the share of energy-using equipment 
in the total capital stock may well change in the course of an economy’s 
development; and, in any case, the equipment is likely to become a more 
efficient user of energy.* Forsaking additional deduction, I have turned to 


the evidence, which may be summarised by correlation coefficients (r) - 
between energy consumption and industrial capital stock indices of 0-9995 | 


for the United States and 0-9893 and 0-9619 for the United Kingdom. 
The American experience between 1880 and 1948 is summarised in 
Fig. 1 and Table I. The first six columns present as many separate indices 
of the industrial capital stock in the United States. The indices are derived 
by myself from estimates prepared by the National Bureau for Economic 
Research, Goldsmith, Kuznets and Douglas. Although the coverage of 
each index is not precisely the same, I have tried to select the components 


1 See, for instance, Gregory Grossman, ‘‘ Some Current Trends in Soviet Capital Formation,” 
in National Bureau of Economic Research, Capital Formation and Economic Growth (Princeton, 1955). 

® Ibid., pp. 171-82. 

3 See, for instance, the related argument by Norman Kaplan, who comments on the previously 
cited study by Grossman in ibid., pp. 201-7. 
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of each index so as to approximate “ Capital in Manufacturing.’ Since 
the indices differ among each other, and since each index does not contain 
an estimate for each of the ten years studied, I have in Column 7 constructed 
a composite index, weighting each of the six others equally. Column 8 
presents an index of energy consumption based on the Department of Com- 
merce index, “‘ Annual Supply of Mineral Fuels and Water Power,” pub- 
lished in the Historical Statistics of the United States. The sources of energy 
included are coal, hydro-electric power, gas and petroleum. Exports and 
imports of these energy sources were sufficiently small to permit use of the 
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index of energy supply as an index of energy consumption without altera- 
tion. The correlation coefficient (r) between the composite index of indus- 
trial capital and that of energy consumption was found to be 0-9995. 
Because differences in industrial structure may render the experience of 
one economy irrelevant to that of another, it would be desirable to examine 
the evidence from other economies as well. Unfortunately, however, reli- 
able evidence from elsewhere is hard to come by. Until additional studies 
become available for other economies, we shall: have to be satisfied with 
additional evidence from the United Kingdom only. Even that evidence 
is somewhat inconclusive, because the available estimates of capital-stock 
increases measured in current prices differ from among each other, and 
suitable price deflators differ even more. The existence of these differences 
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would permit construction of a substantial number of alternative indices of 
equal or similar reliability. Therefore, Fig. 2 and Columns | and 2 of 
Table II present from among them only the two indices which are most 
favourable and least favourable respectively, to the demonstration of a corre- 
lation between the increase of energy consumption and capital stocks. The 
first index, derived from Giffen and Stamp, refers to all capital. The second 
index, derived from more recent estimates by Douglas, refers to industrial 
capital only. To show that the differences between the two indices is not 
very likely to be due to differences in coverage, a third index, also by Douglas, 
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is presented. The movement of this index is very similar to that of Douglas’ 
index of industrial capital stocks, but since it refers to all capital, its coverage 
is approximately the same as that of the Giffen and Stamp index. The 
energy-consumption index was constructed from data on coal and oil con- 
sumption (production minus export of coal plus import of oil) from the 
Statistical Abstract for the United Kingdom. The correlation coefficient (r) of 
the energy consumption index with the “ more favourable ”’ Giffen and Stamp 
index was found to be 0:9893 and that with the less favourable Douglas 
index 0-9619. The evidence from the United Kingdom may not be con- 
clusive because of the differences among equally reliable capital-stock 
estimates. But at least the British evidence does not challenge the signifi- 
cance of the very high correlation between the growth of energy consump- 
tion and industrial capital stocks in the United States. 
ANDREW GUNDER FRANK 

Michigan State University. 
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APPENDIX 


TABLE I 


United States Industrial Capital Stock and Energy-consumption Indices 












































1900 equals 100 
ones Goldsmith K i 
manufacturing. non-farm. uznets | Douglas Energy 
Year — manufac- — supply, 
Total. Fixed. Structure} Equip. -—" turing. . actual, 
and equip.| only ¢ 
(1) (2) (3) (4) (5) (6) (7) (8) 
1879-80 27 30 28 25° 
1889-90 62 59 67 62 55 
1900 100 100 100 100 100 100 100 100 
1904 129 136 122 127 129 130 134 
1909 175 152 164 187 175 179 
1912 166 182 188 215 194 210 
1914 204 177 195 232 210 209 
1919 256 197 234 366 ¢ 245 239 
1922 204 235 232 406 ¢ 233 234 
1929 350 357 255 289 332 335 
1937 307 309 230 255 290 297 4 
1948 458 492 288 441 463 463 
Notes 


(a) Includes non-agricultural capital other than manufacturing, mining, etc., and hence rises 
less fast than the other indices. 

(6) Mineral fuels only. 

(c) Omitted from the composite index because values differ too much from other indices. 

(d) Index cited is 1936-38 average to adjust for the 1937 revival induced temporary rise of 
the actual index to 328. 


Sources and Explanations 


All indices are computed by myself from the following data: 


Column 1 


Column 2 
Column 3 


Column 4 


Column 5 


Column 6 


Column 7 


Column 8 


National Bureau of Economic Research, Unpublished, Table C: ‘‘ Total Capital, 
1929 Values, Manufacturing, 1880-1948.” 

Same as Column 1; Table B: ‘* Fixed Capital Excluding Land, Total Manufacturing.” 

R. W. Goldsmith, A Study of Saving. Vol. III. (Princeton, 1956), p. 20: ‘* National 
Wealth by Type of Asset, 1929 Prices, 1896,” ‘‘ Reproducible Tangible Assets,” 
including: (1) non-farm, non-residential; (2) mining structures; and (3) producer 
durable equipment (Table W-3, Part 1, Columns 6, 7 and 12). 

Same as Column 3, except that only producers’ durable equipment (Column 12) is 
included. 

Kuznets, S., National Product Since 1869 (New York; N.B.E.R., 1946), pp. 218-19, 
Table IV, 5 and 6, ‘“‘ Value of Real Estate Improvements, Census Dates, 1880- 
1922, 1929 Prices,’’ the average of the two sets of estimates shown for Mining, | 
Manufacturing, Other Industrial, and Electric Light and Power (Lines 2, 3, 4 and 
14) or p. 231, Table IV la, Lines 4, 11 and 15. 

Douglas, P., The Theory of Wages (New York, 1934), p. 121; “Cumulative Total 
Capital as Expressed in Terms of Cost and 1880 Prices, 1899-1922 ” (Table 6). 

Average of all columns except Column 3, and omitting the high 1919 and 1922 indices 
of Column 6. 

U.S. Department of Commerce, Bureau of the Census, Historical Statistics of the United 
States 1789-1945 (Washington, D.C., 1949), p. 155; ‘* Power—Annual Supply of 

Mineral Fuels and Water Power; 1819 to 1945”’ (Water power measured at con- 

stant fuel equivalent); except 1948, which is from Statistical Abstract 1951, p. 515. 







































eo, 


THE ECONOMIC JOURNAL 





[MARCH 























Tasie II 
United Kingdom Industrial Capital Stock and Energy-consumption Indices 
1865 equals 100 
Wer All capital, Industrial capital, All capital, Energy 
Giffen and Stamp. Douglas. Douglas. consumption. 

(2) (2) (3) (4) 
1865 100 100 100 100 
1875 140 154 148 130 
1885 164 170 186 159 
1895 174 . 198 218 187 
1905 213 261 250 202 
1909 229 277 265 215 
1914 234 296 232 

Sources and Explanations 


1. Stamp, J., British Incomes and Property (London, 1920), p. 406. The estimates for 1865-1909 
are Stamp’s citation from Giffen’s The Growth of Capital. The same estimates may be found as 
well in Douglas (below), p. 661. 

Douglas P. H., ‘“‘ An Estimate of the Growth of Capital in the United Kingdom, 1865-1909 ” 
Journal of Economic and Business History, Vol. 11, August 1930, p. 675. Reference is to “ Industrial 
Capital Owned by Residents of the U.K.” at 1865 prices. 

3. Ibid., pp. 679-81. Reference is to “‘ Capital in the U.K. at 1865 prices.” 

4. The Index is constructed from coal-consumption (production minus export) and oil-con- 
sumption (imports) data in the Statistical Abstract for the United Kingdom. Oil was converted to a 
coal equivalent at 1 ton of oil = 1-54 tons of coal (English tons). The share of oil did not exceed 
1-3% of the total of coal and oil combined in any year. 





THE MARGINAL EFFICIENCY OF CAPITAL: 
A FURTHER NOTE 


In the issue of this JouRNAL of September 1958, J. D. Pitchford and A. J. 
Hagger maintain that there may be several values for the marginal effi- 
ciency of capital consistent with a given series of yields and a given replace- 
ment cost for a capital asset, if some of the yields are negative. From their 
equation (2): 


Px, —S=0 


it is clear that, irrespective of the signs of the Q,, there 





1 
where p = iT? 
must be n roots, and hence n possible values of r. Some of these roots can 
be ignored as irrelevant; those which are less than zero or are complex. 
The problem really resolves into the conditions under which there will be 
one and only one root to the equation greater than zero, or, alternatively, 
one and only one value for r greater than — 1. Pitchford and Hagger 


1 “ A Note on the Marginal Efficiency of Capital,” pp. 597-600. This note should really be 
considered as a development of Pitchford and Hagger’s, but, owing to the difficulties of contact 
between Australia and South Africa, I was unable to communicate its contents to them before 
their own note was accepted for publication. 
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have given a sufficient, but not necessary, condition that this should be the 
case, namely that all the estimated yields should be positive. However, 
this does not preclude the possibility of negative yields giving the same 
result. 

First, to ensure that there can be one positive root to the equation, the 
final yield—Q,, in the equation—must be positive. This is a necessary 
condition but not sufficient, because a positive Q,,, will ensure that there will 
be an odd number of positive roots, whereas a negative Q, would imply an 
even number of positive roots, or even no positive root at all. Positive Q, is 
by no means unreasonable, since presumably an entrepreneur would discard 
final yields which were negative when considering an investment, and would 
plan to discontinue the investment in some year which gave an estimated 
positive yield. 

Second, with the assumption of positive Q,,, one may confidently assume 
that there will be at least one positive root, say p;. The problem now resolves 
itself into the conditions for which zero is an upper bound to the roots of 
the equation: 


22" - - ' 0 
2 =f(p) = 
These conditions are that (0), f’(0), f’(0), . . . should all be positive.? 


f(0), which equals —S/—p,, is positive. The first, second, etc., derivatives 
can be shown—by initial differentiation and then mathematical induction— 
to be: 


i=k a 
k! /s — 2 Qe | 
BF +3 : 


In order that these can be consistently positive, then: 


f*(0) = 





S> S‘Op/ for all k =1,2,...2—1. 
i= 


These then are the conditions under which there can be one and only one 
positive root to the original equation. 

Thus, if there is one positive root to the equation, and it discounts the 
first k yields, where k varies from 1 to n — 1, to something less than the 
replacement cost of the investment, then it is the only positive root. Since 
we have assumed that Q,,—or the final yield—is positive, there must be at 
me one positive root. The conditions could be plotted as in Fig. 1, where 


> ‘Qos is graphed against k. There is one, and only one, positive root 
if the graph is consistently below the horizontal line a distance S above the 


W. H. Turnbull, Theory of Equations (Oliver and Boyd, 1947), p. 97. 
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k-axis until k =n, where, according to the original equation, the graph 
must rise to cut this line. 
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However, from any set of n yields, chosen at random but with Q.,,, positive, 
there seems to be no reason why we should not get a graph such as that in 


isk 
Fig. 2, where > Q,p, exceeds S at some value or values of k. 
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In this case, there will be as many positive roots as the number of times the 
graph cuts the horizontal line at S$. This occurs three times in Fig. 2, 
namely where k equals x, z and n. The graph reaches a maximum when 
k=y. Ifall yields above Q, were discarded then a smaller value of p than 
p, would reduce the discounted sum of yields from Q, to Q, to equality with 
S. This smaller value of p would be the one, and only one, positive root 
to the equation: 


Loe —S=0 


Since it is a smaller value of than ,, it represents a larger value of r._ It 
will be found that this is always true; namely, that if the given set of yields 
provides several positive roots to the discounting equation, then an r-value 
greater than that corresponding to any of these roots will be found by dis- 
carding more distant yields until the remainder reduces to a set which 
provides a discounting equation with one and only one positiv: root. If 
the investor is aiming at a maximum rate of profit on his investment—a 
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maximum r—then this will always cause him to discriminate between 
different ‘‘ lengths of life” for the investment, choosing that length which 
includes the maximum number of consecutive yields which are still con- 
sistent with a discounting equation with one, and only one, positive root. 

The confusion in the Pitchford and Hagger note derives from ignoring 
the “‘ life ’’ of the potential investment as a possible variable in the maximis- 
ing process: assuming, as I am sure has so often been done, that the life 
is, in some sense, technologically ‘‘ given.”’ 

The conditions given above allow us to determine the restrictions on 
the negativeness of any yield. For example, no Q, may be so negative that, 
although the sum of the discounted yields up to k = r is less than S, that up 
tok = r — 1 is greater than S. However, this is hardly relevant, since the 
maximising process, by restricting the series of yields, will eliminate those 
which are too negative; thus the problem of the negativeness of yields 
really falls away. 

C. S. Soper 
University of Cape Town. 





MR. WORSWICK ON THE PRODUCTION 
POSSIBILITY FUNCTION 


1. Mr. Worswicx has recently offered a simple proof of the proposition 
that the production possibility function (P.P.F.) is convex from above. 
Unfortunately his demonstration is inconclusive. In this note we first 
briefly summarise his analysis, drawing attention to a particular assumption 
made in it. We then argue that this assumption contradicts certain of the 
conditions of his model. Finally, we use this argument first to show how 
the contradiction renders his proof invalid, and then as the basis for an 
alternative proof of the convexity of the P.P.F. 

2. There are fixed total amounts of labour and land available, which 
can produce OA if all devoted to clothing and OB if all devoted to food 
(Fig. 1). The production of each commodity is subject to constant returns 
to scale. It is possible, but not necessarily optimal, to move along the 
straight line AB if the labour—land ratio for each commodity is always kept 
equal to the ratio of total labour to total land. Mr. Worswick points out 
(p. 749) that if the ratio of the marginal physical products (M.P.P.) of 
labour and land is the same in food as in clothing at any point on AB, it 
must be the same in food as in clothing at all points on AB. Hence the 
P.P.F. is either AB itself or lies wholly above AB except at A and B. 


1G. D. N. Worswick, ‘“‘ The Convexity of the Production Possibility Function,’’ Economic 
JournaL, December 1957, pp. 748-50. 
No. 273.—VOL. LXIX. N 
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In the latter case, may not the P.P.F. still be locally concave from above? 
To answer this question, Mr. Worswick considers any two points Q and R 
on the P.P.F. above AB, and says (p. 750): 


“* Suppose Q requires Lg labour and Ty, land in food, and R re- 
quires Lp labour and Ty, land in food. It follows that (Lz — Ly) 
labour combined with (Tz — T,) land can produce either Q M clothing 
or MR food. . . . Once more QR is a ‘ down-the-line’ possibility 
function between Q and R. Once more there will, in general, be 
points above QR.” 


Clothing 











ie) B Food 
Fic. 1 


There is in this passage the implicit assumption, which will later be shown 
to be crucial for Mr. Worswick’s argument, that: 


F(Lq, Ta) + FL, — Le Tx— Te) =FLm Tx). ~ (1) 


3. There are two conditions in Mr. Worswick’s model which together 
contradict equation (1): 


(a) Isoquants are convex to the origin. 

He clearly assumes this, for he assumes at the bottom of p. 750 
that when the labour-land ratio changes, the ratio of the M.P.P.s of 
labour and land changes. 


(6) The labour-land ratio is not the same at Q as at R for either of 
the two commodities. 

For suppose that the labour—land ratio were the same at Q as at 
R for both commodities. Then this ratio would have to be the same 
for food as for clothing at both points, and equal to the ratio of total 
labour (Z) to total land (7).1_ But then Q and R would lie on AB, 
contrary to hypothesis. 


1 Clothing uses (Z — Lg) labour and (7 — Tg) land at Q and (Z — L,) labour and (7 — Tz) 
land at R. It can be verified that: 
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Suppose that the labour-land ratio were the same at Q as at R for 
one of the commodities (say food) but not for the other (clothing). 
Then the ratio of the M.P.P.s of labour and land would be the same 
at Q as at R for food but not, given convex isoquants, for clothing. 
Hence if the ratio of the M.P.P.s of labour and land were the same for 
food as for clothing at one of the two points it would not be the same 
for food as for clothing at the other. Thus Q and R would not both 
lie on the P.P.F., contrary to hypothesis. 

It follows that the labour—land ratio cannot be the same at Q as at 
R for either of the two commodities. 


TR 


TQ 
Tr- Ta 











4. We now show that conditions (a) and (6) together contradict equation 
(1). In Fig. 2 the amounts of labour and land used in food are measured 
along OL and OT. (Lz, Tz) is represented by the point R, (Le, Tg) by 
Q”, and (Lp — Lg, Tp — To) by P’. 

Find on the ray OQ (passing through Q’’) the combination of Z and T 
where output is the same as at P’; call this point Q’. Find on the ray OP 
(passing through P’) the point P” where output is the same as at Q”’. By 
constant returns to scale the point on OP where output is equal to the sum 
of the outputs at P’ and Q” is found at P’”’, where OP’” = OP’ + OP”. 
The corresponding point on OQ is Q’”’, where 0Q’” = OQ’ + 0Q”. 

By constant returns to scale, the straight lines P’Q’ and P’’Q’” are 
parallel. By construction, OP’ = P’P’”’. Therefore the point R, whose 
co-ordinates are the sums of the co-ordinates of P’ and Q’’, must lie on the 
straight line P’’’Q’’’. And since the rays OP and OQ diverge, R must lie 
between P’”’ and Q’”’. 

If the isoquant through P’”’ and Q’” is convex to the origin, R must 
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therefore lie above it, and so on an isoquant representing a higher level of 
output than P’” or Q’”. It follows that: 


F(Lg, Tg) + F(L_ — Le, Tg — Tg) < F(Ln, Tr) - - (2) 


Clearly if the labour—land ratio were the same at Q”’ as at R, so that P’, Q’”’ 
and R all lay on the same ray, or if isoquants were straight lines, relation 
(2) would be false, and equation (1) would hold. 

An exactly similar argument for clothing would show that, given con- 
ditions (a) and (6): 


C(E — Lp, T — Tp) + C(Lp — Lg, Tr — Te) < C(E—Lg, T— Tea) (2') 


5. We now return to Mr. Worswick’s argument. The point M in Fig. 
1 represents the output of (Lg, Tg) in food and (Z — Lg, T — Tz) in clothing. 
It follows from (2) that (Lz — Le, Tz — Tg) will produce not MR food but 
only, say, MR’, and from (2’) not MQ clothing but only, say, MQ’. Mr. 
Worswick’s “ down-the-line ” possibility function is therefore not QR but 
Q’R’. The existence of points on or above the latter does not imply the 
existence of points on or above the former. 

We can, however, use the argument of Section 4 to give an alternative 
proof of the convexity of the P.P.F. Suppose that we could use (Lg + Ly) 
labour and (Tg + Tz) land in food and [(Z — Lg) + (Z — Lz){ labour 
and [(7 — Tg) + (7 — T,)] land in clothing. The resulting output of 
each commodity would be greater than the sum of its outputs at Q and R. 
Le +L +t 

2 2 


Suppose now that we were to use —*-~—~ labour and land in 


food and (ZL — Ly) + (ZL — Lx) 








q (T= 1) + (7-7) 


labour an land 


in clothing. (This would exactly use up all the available labour and land.) 
By constant returns to scale, the resulting output of each commodity would 
be greater than the arithmetic mean of its outputs at Q and R. The result- 
ing point in Fig. 1 would lie above the straight line QR. Since Q and R 
are any twc points above AB on the P.P.F., this establishes its convexity. 
H. A. JoHn GREEN 
University College of North Staffordshire. 





RAILWAYS OR ROADS? 


On November 6 Sir Brian Robertson, speaking for the Transport Com- 
mission, said that British Railways would probably show a deficit of £85 
million for 1958. What is the cause of this financial failure? It cannot be 
put down to less travelling or a smaller movement of goods than in 1913, 
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when the accounts of the old Railway Companies showed a profit of £50 
million in gold. As I see it, the change is due solely to the competition of 
road motor transport; for road transport, offering conveyance from door 
to door, is obviously more convenient than railway transport from station 
to station. But this does not explain how the owners of motor lorries and 
coaches can quote lower charges than British Railways. 

No one can suggest that driving rubber-tyred lorries and coaches up and 
down hill on macadamised roads requires less man-power and motive power 
(or means less wear and tear) than conveying the same amount of goods, or 
number of passengers, in steel-tyred trucks and passenger trains along 
graded tracks with steel rails. How many men and lorries or coaches are 
required to carry as much goods or as many passengers as one railway train? 
No General or Contractor, having to move large quantities of materials or 
large bodies of men, builds a road and runs rubber-tyred lorries along it. 
He lays down rails, and runs trucks along them. 

In all forms of transport the governing factor is the cost of the “‘ Perma- 
nent Way.” ‘This explains the cheapness of water transport, water does 
not wear out, aithough canal banks and locks may need repair; and ocean . 
transport requires lighthouses and ports. In the case of land transport the 
track is more important than the vehicle, except over hard level deserts, or 
over snow. Most people, when they travel by railway, or send parcels, 
think of the train as the thing they pay for. In fact, the train is only the 
last-but-one (the arrival station) of a series of services offered by the railway- 
stations, tracks, signals, lights, police and so on. In the case of road trans- 
port the lorry or coach is the thing paid for; the owner of the vehicle finds 
his permanent way—the road—constructed, repaired, lighted, signalled and 
policed by the rate-payers. That is why he can charge less than British 
Railways. 

Another financial point must be mentioned. Railways, unlike other 
property, have been rated on their ascertained profits; in the days before 
nationalisation the railway shareholder was often spoken of as the biggest 
rate-payer. It was equally true that the rate-payer was or might be, the 
biggest railway shareholder, since part of his Council’s revenue depended 
on the profits of the railway running through his town. Possibly Sir Brian 
Robertson might claim a lower assessment in Cambridge City and County, 
on the ground that the Eastern part of British Railways is not making a 
profit. Tramways, too, are rated on their tracks; so it seems odd that 
London Transport should have torn up its rails and is running a motor 
omnibus service in place of the old trams, which were so notable a feature of 
the Thames Embankment. No doubt London Transport is saving the cost 
of maintaining its tracks and of paying rates on them; but this means that 
part of the cost is being borne by the London rate-payer. 

It is now the declared policy of the Transport Commission to close rail- 
ways which “ do not pay,” especially the smaller branch lines. That would 














182 (MARCH 





THE ECONOMIC JOURNAL 


have seemed reasonable enough in the days of the old Companies. But 
surely it is part, and an important part, of the case for “ Nationalisation ” 
that you consider the benefit of the community first and profit-making a bad 
second, or even sordid? What would people say if the Postmaster General 
announced that he was giving up some rural collections and deliveries 
because they do not pay (which is evident)? There must be many areas 
where the services of water, electricity and gas do not pay. 

In the old days railway charges for goods were based on the principle of 
“‘ charging what the traffic will bear.” Sometimes this was represented as 
a form of extortion, or bleeding the customer. In fact, it was more like the 
old plan by which doctors asked high fees from patients in big houses and 
charged low fees from patients in small houses; in the same way the stalls 
in a theatre pay more in order that the pit and gallery may pay less. 

There can be no suggestion that British Railways are “ over-capitalised.” 
Any “ water ” was squeezed out in 1921, and property which originally cost 
£1,100 million in gold and yielded a revenue of £50 million in 1913 was 
acquired by Dr. Dalton for an annual payment of £43} million in paper 
money. It is an odd fact that the licence duties charged for goods vehicles 
are actually graduated on the degressive principle, 7.e., 1 ton £15, 3 tons £35, 
4 tons £50. Surely the Income Tax principle of progression should be 
adopted, so that each ton pays more than the last! The damage to roads 
increases faster than the weight, so that the duties ought to rise in proportion; 
indeed, the heavy lorries and oil tankers ought to be taxed off the roads. 
Cars and motor cycles should also be taxed on the progressive principle. 

How far the petrol duty paid by motorists of all kinds ought to be regarded 
as payment for the use of the roads is a difficult question. Our large imports 
of oil mean a heavy drain on our dollar resources or balance of payments. 
It is sometimes contended that the persons who pay this oil duty have a 
special right to decide how the money should be spent, and want it to be 
diverted to road upkeep and improvement. Other persons also use imported 
oil, British Railways included, and the new diesel-driven trains are popular. 

So far I have said nothing about road casualties, but they are undoubtedly 
a part of the cost of road transport, and have been estimated at £150 million 
a year. If rules for the safety of the public, which Parliament imposed on 
the old railways, were imposed on road traffic, road transport, as we have 
it now, might come to an end. 

J. E. ALLEN 


Cambridge. 
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Tue Council and Fellows of the Royal Economic Society offer their 
warmest congratulations to Sir Roy Harrod on the conferment of a Knight- 
hood in the New Year Honours List. In addition to all his notable con- 
tributions to economics, he has served as one of the joint editors of this 
Journat since the resignation of Lord Keynes in 1944. 





Tue Council and Fellows of the Royal Economic Society will wish us to 
express their very sincere congratulations to Professor Robbins, who more 
recently received the honour of a Life Peerage. He has served on the 
Council of the Royal Economic Society since 1931 and was President in 
1954-56. His contributions both to the work of the Society and to the 
study and teaching of economics are so well known that we need not attempt 
to list them. 





In the same announcement of Life Peerages we were delighted also to 
see the name of Sir Edwin Plowden, who, after studying economics in 
Cambridge and a period of activity in the City, played a central part in the 
organisation of war production and subsequently, as head of the Central 
Economic Planning Staff, in the framing of economic policy in the critical 
years after the War. More recently, as Chairman of the Atomic Energy 
Authority, he has continued to carry heavy responsibility for one of the 
most important branches of economic activity. 


WE record with great regret the death on January 14, 1959, of Professor 
G. D. H. Cole, formerly Chichele Professor of Social and Political Theory 
in the University of Oxford. He was a notable contributor to the study 
of social history and of labour problems and a great stimulus to economic 
thought and discussion in those and many other fields, both in Oxford and 
in wider national circles. He served on the Council of the Royal Economic 
Society from 1942 to 1955. 





WE record with great regret the death of Mr. F. A. Burchardt, Fellow 
of Magdalen College, Oxford, and Director of the Oxford Institute of 
Statistics. Mr. Burchardt first came to England in 1935 as a refugee from 
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Nazi oppression in Germany, where he had made a great reputation as an 
independent liberal thinker. In Oxford he made a second and comparable 
reputation as a teacher and as Director of the Institute of Statistics, and 
the continued success of the Institute in recent years has owed much to his 
guidance. 





Proressor B. R. Wittiams, of the University College of North Stafford- 
shire, has been elected to the Robert Ottley Professorship of Economics in 
the University of Manchester. Mr. J. Johnston has been elected to the 
Chair of Econometrics in the same university. 





Tue Council of the Royal Economic Society has decided to reduce 
the price to Fellows of the edition of Jeremy Bentham’s Economic Writings, 
edited for the Society by Dr. W. Stark. The three volumes will in future 
be available to Fellows at the price of 30s. a set, or 12s. 6d. for individual 
volumes. Application, including a remittance, should be made to the 
Secretary, Royal Economic Society, 21 Bentinck Street, London, W.1. 





AN unbound stock of Cantillon’s Essai sur la Nature du Commerce en Général, 
edited by Henry Higgs and published for the Society originally in 1931, has 
recently come to light in the hands of the printers. It has been decided to 
put these on sale through Messrs. Frank Cass, 91 Southampton Row, London, 
W.C.1, at a price of 25s. to members. An application form for this and for 
Dr. Stark’s edition of Bentham is included in this issue. 





Corrigendum: In Professor Kurihara’s article in the September 1958 
issue of this JouRNAL, the sentence beginning in line 28 of p. 480 should read: 
** Thus the author of the General Theory proclaimed his sympathy 


with Gesell’s book, the purpose of which ‘ as a whole may be described 
as the establishing of an anti-Marxian Socialism.’ ”’ 





List of Fellows and Addresses. A new list of Fellows and their addresses is 
in course of preparation. The Secretary will be most grateful if all Fellows 
will inform him as soon as possible if the address to which this copy of the 
Economic JouRNAL was posted was not the present permanent address 
which they would wish to be included. May any corrections be sent to 
The Secretary, Royal Economic Society, 21 Bentinck Street, London, W.1? 
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Time Sequence and the Response Error: J. E. Jacost and S. G. Watters. The Strike of 
Yorkshire Mineworkers in May, 1955: C. StauGHTer. Class Relationships and Ideology: 
D. G. MacRae. 

Population Studies 


Vor. XII, No. 2, NovemMBEeR 1958. Trends in Women’s Work Participation: C. E. V. LEser. 
Structural and Exchange Mobility in the Assimilation of Immigrants to Brazil: B. Hurcuinson. 
Fertility and Reproduction in a Swedish Population Group without Family Limitation: H. Hyre- 
nius. A Method of Forecasting the Future Composition of the Population of Great Britain by 
Marital Status: W.S. Hocxtnc. A Note on the Estimation of Mortality and other Population 
Characteristics given Deaths by Age: N. H. Carrier. Estimates of Mortality from Infant 
Mortality Rates: K. R. Gasriet and I. Ronen. 


The Political Quarterly 


Vor. 30, No. 1, JANUARY—Marcu 1959. Special number on British attitudes to politics. 
Sources and Expressions of Political Attitudes. Public Attitudes to Politics: J. E. MAcCout. 
Political Scepticism in Britain: D. W. Harpinc. The Attitude of M.P.s and Active Peers: 
Lorp ATTLEE. The Attiiude of the Churches to Politics: H.M.Wappams. Politics and the 
Trade Unionist: M. Suanxs. Political Attitudes in the Television Age: W. Picxies. Educa- 
tion and Democracy: W. A. Rosson. Politics in the Universities: W.T. RopGErs. 


Soviet Studies 


Vout. X, No. 2, Ocroper 1958. Bolsheviks and Their Allies after 1917: The Ideological 
Pattern: S. V. Urecuin. Commission Trade and the Kolkhoz Market: M. 1. GoupMAN. 
Dollar Valuation of Soviet National Income?: A. Nove and A. ZAUBERMAN.  Sino-Soviel 
Trade: N.B.Scorr. Pilnyak and the Death of Frunze: E. H. Carr. 


The Farm Economist 
Vor. IX, No. 2, 1958. The Economy of Feed Input in Milk Production: II: F. J. Orton. 
Some Considerations in the Production and Marketing of Christmas Turkeys: W. Dyrri JONES. 
Agriculture and Subsidies: A Comment: J. Hucues; A Reply: D. T. HEALEY. 
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British Tax Review 


Vox. 3, Part 4, DecEMBER 1958. The New Pension Plans: W. Puiturrs. Overseas Trade 
Corporation Regulations: D.R. STANFORD. Retirement Benefits out of Profits: D.C. PoTrer. 
Feather-bedding Death or Second Thoughts on Section 38: G.S. A. WueEatcrorr. Back Duty: 
II: Procedure from Discovery to Settlement: J. MacD. Breogn. Modern Methods of Minimizing 
Taxation: X: Avoiding Stamp Duty by Oral Transactions and Unstamped Instruments: J. G. 
MONROE. 


Accounting Research 


Vor. 9, No. 4, OcrosBer 1958. Bibliography of Bookkeeping and Accounts—1494 to 1650: 
H. W. THomson and B. S. Yamey. Working Capital—Its Role in the Short-run Liquidity 
Policy of Industrial Concerns: M. H. B. Asp Ex-Moraat. Electronic Data-processing 
Literature: R. H. Grecory and B. Nanus. Composition of the Corporate Sector: II: A 
Comparison of Public and Private Companies: R. Ma. Wages and Salaries in the Expenditure of 
County Boroughs, 1951/2 and 1955/6: E. B. Burier. 


Journal of the Institute of Actuaries 


Vot. 84, Part II, No. 367, 1958. A Measure of Smoothness and some Remarks on a new Principle 
of Graduation: M. T. L. Brztey. The Impact of Income Tax on Life Assurance and Annuity 
Business: C. E. Puckripce. Experiments in Mortality Graduation and Projection Using a 
Modification of Thiele’s Formula: H. A. R. BARNETT. 

Vor. 84, Part III, No. 368, 1958. Effect of Extension of National Pensions: G. V. BAYLEY 
and others. Mortality and the Nature of Age Processes: A. Comrort. The Recent Trend of 
Mortality in Great Britain: L. V. Martin. Population Mortality and Assured Lives’ Mortality 
in Great Britain—A Comparison of Trends: H. A. R. Barnett. Life Interests and Annuities : 
Some Points Arising in Valuations for Estate Duty and Stamp Duty: W. P. Goopcuixp. 


The Banker 


Vot. 108, No. 394, Novemeer 1958. Reflation Ahead. After New Delhi., Pensions—Will 
the Good Impede the Best?: J. ENocH Powerit. Exchequer Finance for the Commonwealth. 
Japan’s Resurgence in Perspective: D. Duxsury. Banks as Investment Advisers. 

Vor. 108, No. 395, DecemBer 1958. The Bank Gives a Lead. Europe—The Parting of the 
Ways? Financing South Africa’s Expansion: L. H. Samuers. A New Charter for Building 
Societies: M.S. Rix. Longer-term Credit for Farmers: S. G. StuRMEY. 

Vor. 109, No. 396, JANUARY 1959. Portents from America. How Much Public Investment? 
Gilt-edged and the Money Supply: F. W. Patsy. Electronics in Banking: J. D. Cowen. 
Argentina’s Oil Gamble. 


The Bankers’ Magazine 

Vot. CLXXXVI, No. 1376, NovemBER 1958. Sterling Convertibility: R.F. Harrop. The 
Montreal Conference: W.J. THORNE. Hire Purchase and the Banks: J. A. Bates. New Deal 
for Nigerian Federal Finance: A. HAzLEwoop. Survey of Economic Conditions in the U.S.A.: 
Steady Progress in Recovery. 

Vor. CLXXXVI, No. 1377, DecemBer 1958. Survey of Economic Conditions in the U.S.A.: 
A Faint Ray of Hope in the Recovery of Capital Formation. Bank Earnings and Banking Concen- 
tration in ihe United States: S. WetntRAUB. The Recession and Western Germany: F. Brecu- 
LING. 

Barclays Bank Review 


VoL. XX XIII, No. 4, NovemMBER 1958. Expansion for Tomorrow. Coastal Trade. 


District Bank Review 
No. 128, DecemBer 1958. Can We Control the Economy?: C.F. CARTER. Management and 
the Specialist: C. A. Cooxe. A Higher Price for Gold? 


Midland Bank Review 


NovemBeER 1958. Personal Saving in the National Economy. Smoothing Out the Tax Flow. 
Business Conditions in Scotland. 
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National Provincial Bank Review 


No. 44, Novemser 1958. Inflation-—Scotched or Killed?: Str O. Hopson. The New Towns, 
1958: J. H. Dunninc. 


The Three Banks Review 


No. 40, DecemBer 1958. The Cost of Agricultural Import-saving: E. A. G. Rosinson. Far 
Eastern Trades: J. Keswicx. Glyns and the Bank of England. 


Westminster Bank Review 


NovemMserR 1958. The Anatomy of Stagnation: D. C. Hacue. Anglo-Asian Attitudes: G., 
Epincer. The Economics of Farm Mechanization: J. S. Nrx. Forestry in Britain. 


Planning 


Voi. XXIV, No. 427, OcroBer 1958. Prospects for Television. 
VoL. XXIV, No. 428, NovemBER 1958. The Development of the Steel Industry. 
VoL. XXIV, No. 429, DEcEeMBER 1958. Paying for the Railways. 


Town and Country Planning 


Voit. XXVI, No. 12, DecemBer 1958. City Redevelopment II: Glasgow. Planning and 
Housing in Poland: W. Tuomas. Problems of a National Park: E. W. Hopce. 
Vou. XXVII, No. 1, JANuARY 1959. Special Number on New Towns. 


The Journal of the Institute of Transport 


Vou. 28, No. 1, NovemBer 1958. Management in Transport: G. N. Russert. Road Trans- 
port in the United States and Canada: N. W. Rotre. A Road over the Sea: A. J. ALLuM. 


Progress (Unilever) 

Vou. 46, No. 260, Aurumn 1958. Industrial Negotiation: Its Machinery and Procedures: Sir 
W. NevEN. After Ten Years: A Stocktaking of the U.N. Specialized Agencies: R. CALDER. 
Nigerian Hides and Skins: C. Witus. Understanding the Scientist: The Problem of Com- 
municating Ideas: B. C. BRooxes. British Influence on American Technology: F. THIsTLe- 
THWAITE. Broilers: A New Industry: W.P. Biount. Technical Education in Britain: H. 
BUCKLEY. 


The South African Journal of Economics 


Vot. 26, No. 3, SEPTEMBER 1958. Die Huidige Taak van die Ekonoom met Spesiale Verwysing na 
Suid-Afrika: C. G. W. Scoumann. Index Numbers of Economic Activity: J. R. H. SHAvt. 
Recent Economic and Financial Developments in the Union—A Review: M. H. pe Kock. The 
Merchant Shipping Industry of South Africa: C. VERBURGH. Cash and Credit in Mauritius: 
B. BENEDICT. 


Finance and Trade Review (Volkskas Ltd.) 


Vou, III, No. 2, SepTemBER 1958. Foreign Capital in South Africa: II: Its Burden: J. L. 
Sapize. The Exploitation of the Mineral Resources of the Union of South Africa. A Review of the 
Establishment, Growth and Work of the Electricity Supply Commission. The Foreign Liabilities 
and Assets of the Union of South Africa. 


The Canadian Journal of Economics and Political Science 


Vou. 24, No. 4, NovemBer 1958. The Impersonal Market: G. A. Exvuiotr. The Political 
Economics of the Bank of Canada: H. S. Gorpon and L. M. Reap. Higher Public Servants 
and the Bureaucratic Elite in Canada: J. Porter. Administrative Decision and the Law: The 
Views of a Lawyer: J. Wituts. Administrative Decision and the Law: The Views of an Ad- 
ministrator: H. F. ANcus. The Construction and Use of an Occupational Class Scale: B. R. 
ButsHEN. Language Differences and Occupational Experience: E. J. BRazEAu. The Market 
Sor Books in Canada: J. N. Woure. Sir Halford Mackinder: B. SemmMEL. Some Implications 

of Economic Change in Northern Ojibwa Social Structure: R. W. DuNNING. 
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The National Overseas and Grindlays Review 


Vor. 4, No. 4, Ocroper 1958. New Studies of an Old Institution: Exploring the Field of 
Managing Agency: G. Tyson. Mining Development in East and Central Africa. 


Contemporary China 


Vor. II, 1956-57. The Production and Consumption of Coal as a Source of Energy: Wu Ytan-.t. 
Agricultural Production in Mainland China: Cuao Kuo-Cutn. Water Conservancy and 
Hydro-electric Schemes in China: T. J. Linpsay. Growth Capability of the Chinese Economy as 
envisaged in the Proposed Second 5-Year Plan: R. Hsta. Marriage Laws of the Ch’ing Dynasty, 
the Republic of China and Communist China: V. Y. Cutu. Notes on the Ecbnomy of Taiwan: 
E. S. Kirsy. The Embargo Effect on China’s Trade with Hong Kong: E. F. Szczepantx. 
Birth Control in China: L. Trivitre. The “ Law of Proportional Development”: W. 
HanDKE. The Constitution of the Communist Party of China. 


The Ceylon Economist 
VoL. 4, No. 2, June 1958. Nationalisation of Foreign-owned Tea Plantations: P. Guna- 
WARDANA. Rural Indebtedness in Ceylon: W. M. TrtaKaratNa. Crop Insurance and its 
Application to Ceylon: V. T. NAvARATNA. The Development Problem of Underdeveloped 
Countries: A. D. V. pE S. INpRARATNA. Should We Build as the Ancient Sinhalese Built?: 
M. K. SamuEt. Visionary Planning: M. N. BANDARANAYAKA. 


The Malayan Economic Review 
Voi. III, No. 2, Ocroser 1958. The Concept of Balanced Growth in Ec ic Development 
Theory ‘and Practice: H.W. SincER. More Monopolistic Competition Theory: T. H. SILcock. 
Malayan Monetary Problems: Str S. Carne. Poverty, and some Socio-economic Aspects of 
Hoarding, Saving and Borrowing in Malaya: C. GAMBA, 








Journal of the Statistical and Social Inquiry Society of Ireland 


VoL. XIX, 1956-57. Variability in Agricultural Statistics on Small and Medium-sized Farms in 
an Irish County: R. C. Geary. The Port of Belfast: Str K. Stncitarm: The Taxation of 
Business Profits: J. CHARLETON. Symposium on the Present and Future of Inland Transport: 
J. C. Bam and others. Technological Training—Education for Industry: D. H. ALex- 
ANDER. Meteorology and the Community: F.E.Drxon. A Half Century of Fertiliser and Lime 
Use in Ireland: T. Wausu, P. F. Ryan and J. Kitroy. An Amended Irish Monetary System: 
N. J. Gipson. 


The Irish Banking Review 


SEPTEMBER 1958. Housing Policy in Ireland. Annual Report of the Central Bank. The World 
Inflaiion: J. R. Hicxs. 


International Labour Review 


Vor. LX XVIII, No. 4, Ocroser 1958. The Social and Economic Development of the Sudan: 
O.M. Osman. The Place of Industrial Medicine in Uganda: B. E.C. Hopwoov. The Role 
of the Labour Manager in Undertakings under Co-management in the Federal Republic of Germany: 
A. JUNGBLUTH. 

Vot. LXXVIII, No. 5, NoveMBER 1958. Seven Maritime Sessions of the International Labour 
Conference. Rehabilitation in Australia: F. H. Rowe. The Shortage of Nurses and Conditions 
of Work in Nursing: M. Kruse. 

Vo. LXXVIII, No. 6, DecemBer 1958. Organisation and Work of Employers’ Associations 
in the Federal Republic “of Germany: E. G. ERDMANN. Temporary Disability Insurance in the 
aeens States: M.M. Daum. The Workers’ Share in Management and Profits in Luxembourg: 

. ALs. 


International Financial Statistics 


Vou. XI, No. 10, Ocroper 1958. Usual statistical material. 
VoL. XL, No. 11, NovemBer 1958. Usual statistical material. 
Vor. XI, No. 12, DecemBer 1958. Usual statistical material. 
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Econometrica 


Vox. 26, No. 3, Jury 1958. The Role of the Econometrician in the Advancement of Economic 
Theory: T. HAAVELMo. Prices, Interest and Profits in a ay Leontief System: M. 
MorisHima. The Instability of the Leontief Dynamic Model: J.D. SARGAN. The Estimation 
of Economic Relationships Using Instrumental Variables: J. D. SARGAN. An Econometric 
Analysis of the Import Demand Function for Burlap (Hessian) in the U.S.A., 1919-53: N. K. 
Cuoupury. A Noite on the Useful Properties of Stuvel’s Index Numbers: J. vAN YZEREN. 
Stochastic Choice and Cardinal Utility: G. Desrev. A Note on the Stability of an Economy 
Where All Goods are Gross Substitutes: T. Necisu1. A Note on Dynamic Stability: K. J, 
Arrow and M. McManvs. 


Public Finance 


Vot. XIII, No. 3, 1958, Problémes Fiscaux de la Communauté Economique Européenne: C. 
Coscrani. An Application of Linear Programming to Public Finance: 1. Curoio. Fiscalité et 
Développement du Sahara: P. Fontrangau. Foreign Aid and the U.S. Economy, 1908-55: 
N. K. Cuoupry, S. Sonensium and H. E. Striner. The “‘ Taxation’ Effects of Alterna- 
tive Techniques for Trade Protection: R. Sotow. 


Kyklos 
Vout. XI, No. 4, 1958. Public Bureaucracy, Resource Structure, and Economic Development: J. J. 
SPENGLER. Wages and Aggregate Employment: F. Genres. The Means of Competition at 
Various Stages of Production and Distribution: G. Micxwirz. The Elimination of War— 
Princeton’s New Approach: C. A. W. Manninc. Economic Science: R. DorrMan. A 
Survey of Recent Contributions to the Economics of Development: A. BonNé. Common Frontiers of 
the Social Sciences: T. J. PRESSLY. 


The American Economic Review 
Vout. XLVIII, No. 5, DecemBer 1958. Activity Analysis in One Lesson: W. J. BAumMot. 
Consumer Investment Expenditures: J. N. Morcan. A New Industrial Feudalism?: A. M. 
Ross. Pricing Objectives in Large Companies: R. F. Lanzitiotti. International Trade and 
Economic Expansion: J. BHAGWATI. 


The Annals of the American Academy of Political and Social Science 
Vot. 320, Novemser 1958. Highway Safety and Traffic Control. 


The Quarterly Fournal of Economics 

Voi. LXXII, No. 4, NovemBErR 1958. Traffic Safety from an Economist’s Point of View: S. 
Vaavanis. Accelerated Investment as a Force in Economic Development: H. S. Exuis. An 
Economic Justification of Protectionism: E. E. Hacen. A Study of Decision Making within the 
Firm: E. MansrieLp and H. H. Wein. The Place of Money Capital in the Theory of Pro- 
duction: A. Gasor and I. F. Pearce. Controlling Consumers in the Event of Future Wars: 
S. Enxe. Commercial Policy and Economic Nationalism: F. H. Gotary. Unity in the 
Thought of Alfred Marshall: G. Purse... 


The Journal of Political Economy 


Vor. LXVI, No. 5, Ocroser 1958. Monetary Reforms and Monetary Equilibrium: B. P. 
PESEK. Economies ‘of Scale in Financial Enterprises: R. J. HENstey. A Theory of Foreign- 
exchange Speculation under a Floating Exchange System: S. C. Tstanc. Research Costs and 
Social Returns: Hybrid Corn and Related Innovations: Z. Griticues. An Economic Analysis of 
Contributions under the Income-tax Laws: F. E. Gruuts and V. L. Sairn. 


Vo.. LXVI, No. 6, DecemBer 1958. An Exact Consumption—Loan Model of Interest with or 
without the Social Contrivance of Money: P. A. SAMUELSON. Competition, Oligopoly, and 
Research: H. H. Vitrarp. General Productivity in Soviet Agriculture and Industry: 
Ukraine, 1928-55: A. G. Franx. A Rehabilitation of Purchasing-Power Parity: L. B. 
YEAGER. Tinbergen on Policy-making: C. E. Linpsptom. The Friedman—Becker Illusion: 

L. R. Kiem; Reply: M. FrrepMan and G. S. Becker. 
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The Review of Economics and Statistics 


ymic Vo.. XL, No. 4, NovemBer 1958. Brief Comments on the Recession: G. HABERLER; S. E. 
M. Harris; J. S. DugsenBERRY; J. R. MEYER. Primary Employment Effects of Alternative 
tion | Spending Programs: A. M. Strout. Two Propositions Related to Public Goods: R. H. 
etric Strotz. Aspects of Public Expenditure Theories: P.A.SAMUELSON. Statistical Cost Functions : 
K. A Re-appraisal: J. JoHNston. Overtime Hours in American History: S.L. Wowrsein. The 
REN, Inflexibility of Monetary Policy: T. Mayer. The National Income and Product Accounts of the 
omy U.S. in the Netherlands Arrangement: J.G.Kirve. Federal Mortgage Interest Rate Policy and 
aS the Supply of FHA-VA Credit: A. H. Scuaar. The Size of Individual Incomes: Socio- 


economic Variables and Chance Variation: F. G. Apams. Economic Concentration and Price 
} —Inflexibility: J. BacKMAN; Rejoinder: J. M. BLAIR. 


/ 


i The Journal of Law and Economics 
Wée | Vor. 1, Ocroser 1958. This is the first issue of the new annual journal of the University 
55: of Chicago Law School. The subscription is $2.50 a year, which should be sent to the 
‘ma~ University of Chicago Law School, Chicago 37, Illinois. British Monopoly Policy 1944-56: 
J. Jewkes. Price Discrimination in Medicine: R. A. Kesser. The Economies of Scale: G. J. 
Stricter. The United States Taxation of Foreign Income: S. S. Surrey. Managing the 
Public Debt: H. Stein. Competition and Democracy: G. S. Becker. Economics and the 
J.J Conservation Question: Scorr Gorpon. Government and Agriculture: Is Agriculture a Special 
yt Case?: D. G. Jounson. Predatory Price Cutting: The Standard Oil (N.7.) Case: J. S. 
vata McGee. City Planning: An Analysis of the Content of the Master Plan: A. DUNHAM. 
, - 
rs of The Southern Economic Journal 
Vor. XXV, No. 2, Ocroser 1958. Time Deposits, the Banking System and Inflation: J. M. 
LisHAN and W. R. AtLEeNn. Productivity, Relative Prices and Income Distribution: J. M. 
Wrrre. Selden on Income Velocity: W. L. Miter. Small Area Population Response to Full 
MOL. Employment: F.T. Bacumura. The Textile Cycle: Characteristics and Contributing Factors: 
- | T. M. Stansacx. Economic Motives in Soviet Foreign Trade Policy: R.L. Atten. Israel's 
» and Export Problem and Its Policy Implications: M. E. KReinin. 
Review of Social Economy 
Vor. XVI, No. 2, SepremBer 1958. The Range of Social Justice: An Exploration: P. R. 
Crane. Towards the Concept of an Optimum Money Supply: R.J. Eperer. The Philosophy 
of Fringes: M. P. Focartry. Economic Stabilization in Viet-Nam: F. J. Corwey. 
The Journal af Economic History 
: §. Vot. XVIII, No. 3, SepremBeR 1958. The Origins of the United Automobile Workers, 1933- 
An 1935: S. Fine. Variations in Economic Growth and Banking Developments in the United States 
in the from 1835 to 1885: C. Warsurton. Wholesale and Retail Prices in the Nineteenth Century : 
E. D. Hoover. 
wd Industrial and Labor Relations Review 
Vor. 12, No. 1, Ocroser 1958. British and American Approaches to Structural Unemployment: 
W. H. Miernyx. Legal and Political Aspects of the Integration of Unemployment and SUB 
Plans: J. CHERNICK and C.R.NaEr. Austrian Labor’s Bid for Power: The Role of the Trade 
3 P Union Federation: C. A. Guticx. Indonesian Labor Relations in Their Political Setting: J. H. 
Po, Ricuarpson. The Union Shop Deauthorization Poll: C. A. Morcan. Labor—Management 
ya Cooperative Committees in Britain’s Electricity Supply Industry: R. D. V. Roserts and H. 
+ of Satis. Organized Labor and Government in Underdeveloped Countries: Sources of Conflict: 
- F. J. Devrup. 
ith or Harvard Business Review 
, and Vox. 36, No. 6, NovEMBER—DECEMBER 1958. Management in the 1980s: H. J. Leavrrr and 
| The T. L. Wxtster. Sharper Focus for the Corporate Image: P. Martineau. How to Evaluate 
» B. New Capital Investments: J. G. McLean. New Threat in State Business Taxation: P. 
Srupenski and G. J. GLasser. Common Stocks and Pension Fund Investing: P. L. Howe. 
The Organization: What Makes It Healthy?: C. Arncyris. Tougher Program for Management 
Training: F. G. BARRY and C. G. CoLEMAN. 
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Land Economics 


VoL. XXXIV, No. 4, NovemMBER 1958. Atomic Power and the Public Interest: R. A. Tysourt. 
The “* Price-less”? Land of Israel: A. Rupner. An Index of Resources Development with 
Special Reference to Brazil: J. R. P. FRmpDMANN. An Analysis of Agricultural Ladder Research: 
C. F. Wenrwein. The Strength and Weakness of Western Housing Markets: D. V. CANNON. 
The Miracle of German Housing in the Postwar Period: R. G. WERTHEIMER. 


Economic Geography 


Vo . 34, No. 4, Ocroser 1958. World Income and Types of Economies: The Pattern of World 
Economic Development: D. W. Fryer. A Note on Central Place Theory and the Range of a 
Good: B. J. L. Berry and W. L. Garrison. Hand-tractors in Japanese Paddy Fields: 
R. B. Harr. Functional Geography of the Firm, with an Illustrative Case Study from the 
Petroleum Industry: R. B. McNee. The Japanese Salmon Fisheries: A Geographic Appraisal: 
R. S. MATHIESON. 


The Journal of Accountancy 


Vo. 106, No. 4, OcrosEer 1958. Accounting and New Management Attitudes: R. M. True- 
BLOOD. Staff Training in Smaller Firms: J. F. KRAMER. Auditing Electronic Systems: D. M. 
SHontinc and L. D. Stone. Tax Allocation and Railroad Accounting: A. R. CEerr. 

Vot. 106, No. 5, NovemBer 1958. Professional Ethics and Public Opinion: T. G. Hiccins. 
Auditing and Electronic Data Processing: G. F, CLEAVER. 


Revue Economique 


Vo. IX, No. 2, Marcu 1958. L/’intégration européene. Harmonisation des politiques: P. 
Uri. Localisation de Vinvestissement: M. Byt. Euratom: G. VEprEL. Chances d’une 
** zone de coopération” internationale: J. WEILLER. Marché commun et zone de libre-échange: 
A. MarcHAL. Autorités supranationales: R. Maryjouin, Pays d’Outre-Mer et Communauté 
européenne: LL. BOURCIER DE CARBON. Marché commun du charbon et de lacier: J. R. RABIER. 

Vox. [X, No. 3, May 1958. Controles du Commerce Exterieur. De la protection rigide aux 
contréles souples: J. WEILLER. Réglementation frangaise du commerce extérieur: G. Marcy. 
Laide aux exportations: J. L. Vauzances. Techniques sud-américaines: J. BERTRAND. 
Echanges avec les pays de Est: CG. Corvesas. L’inflation importée: H. MERCILLON. 


Economie Appliquée 


Vor. XI, No. 3, Juty-SEPpTEMBER 1958. Théorie Monétaire. La vitesse de circulation de la 
monnaie et l’équilibre monétaire: F. J. DE JONG. L’offre de crédits: A. Gambino. Le marché 
des capitaux et la politique monétaire: D. Horowrrz. Dépenses de consommation, épargne et 
avoirs liquides: M. Cowen. Note sur la dynamique du déséquilibre des changes: L. Davin. Le 
role du capital dans le développement économique: M. B 


Revue de Science Financiére 


Vot. L, No. 4, OcropER—DECEMBER 1958. L’agglomération de la Région parisienne: les pro- 
blémes économiques, administratifs et financiers qu'elle pose: P. SupREAv. L’imposition de la 
propriété fonciére: nouvel examen de son role et de ses formes: N. D. Ganyet. Les réglements 
financiers des organisations internationales: le principe de Vunité budgétaire: C. A. COLLIARD. 
La devise-clé: sa portée et ses limites: J. Wourr. La place de l’investissement public dans 
Véconomie frangaise de 1947 a 1958: P. Martinot. 


Journal de la Société de Statistique de Paris 


Vout. 99, No. 4-6, Aprit—June 1958. Considérations sur la fortune mobiliére en France a cin- 
quante ans de date (1908-1958): G. Lanusse. Méthode de recherches utilisée pour la déter- 
mination des communes-dortoirs de la région Parisienne: M. BRicHLER. Nouvelle méthode d’ana- 
lyse de la structure du pouvoir d’achat et de la pression inflationniste: P. Vinor. 


Population 


Vor. 13, No. 4, Ocroper-DeceMBER 1958. La population de la Chine et son économie: R. 
PressatT. Le budget-temps de la femme mariée dans les agglomérations urbaines: A, GIRARD. 
La population frangaise au XVII siécle: M. Remnnarp. La dimension de l’exploitation agricole 
et le surpeuplement d’une commune vendéenne: G. Gricororr. Une étude de biographies profes- 
sionelles: Formation et carriére professionnelles de 1000 jeunes femmes de la région parisienne: M. 

GuiLBert and V. IsAMBERT-JAMATI. 
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Bulletin de 0 Institut de Recherches Economiques et Sociales 
VoL. XXIV, No. 7, OcroBer 1958. La conjoncture économique de la Belgique: L. H. Dupriez. 


? } Annales de Sciences Economiques Appliquées 


‘. Vou. 16, No. 4, OcroBEeR 1958. Centralisation, décentralisation, délégations d’autorité: U. Vas. 
Gestion budgétaire et calculs marginaux: G. DE Bopt. Une technique de gestion des stocks de 
produits finis: F. JucKLER. 


ld Revue de I’ Institut de Sociologie 

” No. 3, 1958. La politique monétaire en Belgique et en France, points de convergence et de divergence: 
i P. DieTERLEN. Le concret en sociologie juridique: J. P. Poisson. L’héritage de Lassalle dans 
I le socialisme de l’ Allemagne impériale: M. LreBMANN. Cent ans de doctrine coopérative: P. 
; LAMBERT. 


Cahiers Economiques de Bruxelles 


No. 1, OcroBeR 1958. This is the first issue of the new quarterly journal of the Department 
F of Applied Economics of the University of Brussels. Dix années de comptabilité nationale 

‘ (1948-1957). La Belgique a l'aube du marché commun. La politique économique belge de 1954 
a@ 1957. Le tableau d’input-output de la Belgique. 


Die Weltwirtschaft 
No. 2, 1958. Weltwirtschaftlicher Uberblick. Landerberichte. Marktberichte. 


, 

ne Schmollers Jahrbuch 

ye: Vou. 78, No. 6, 1958. Der Revisionismus: H. Scuacx. Der deutsche Zollverein als Préizedenz- 

uté fall fiir die Bildung eines freien europdischen Marktes: A. WEBER. Stiftungen: C. QueTscu. 

R. Industriegesellschaft und Mutterschaft: G. GORNER-SCHONBAUER. 

ux 

Y. Jahrbiicher fiir Nationalékonomie und Statistik 

* Vor. 170, No. 5, Ocroper 1958. Friedrich Vochtings Darstellung der italienischen Siidfrage: 
N. Mazzoccut ALEMANNI. Anpassung und Gleichgewicht am Markt: H. Arnot. Der 
Kreislauf-Simulator der Handels-Hochschule St. Gallen: W. KRELLE and P. WEBER. 

1 Vor. 170, No. 6, NovemBEerR 1958. Kreuz-Preiselastizitaten und Konkurrenzbeziehungen: K. 

| hd Rose. Anpassung und Gleichgewicht am Markt: IV: Die unvollkommene Marktkonkurrenze: 

+ ; H. Arnpr. 

ie Wirtschaftsdienst (in German with English Digest) 


Vot. 38, No. 8, Aucust 1958. Future Developments on the Securities Markets. Company Law 
Reform in Austria: W. STERMANN. Recovering German Passenger-shipping: F. HENNING. 
West German Foreign Trade with the Arabian Countries: W. ScuHiote. Social Insurance in 

p70 Central Germany since the War. 


la Vor. 38, No. 9, SEPTEMBER 1958. Cultivation of Natural Resources in a Market Economy. 
ents West-German Mining Equipment Industry after the War: H. Lerrner. Technical Progress in 
RD. the Construction of Mining Machinery: K. H. GuerrsMann. Trade in Exotic Fruits in the 
fans Framework of the Common Market: V. BRODMEIER. 


Vox. 38, No. 11, N@vemBer 1958. Transport Co-ordination and European Market. The West 


German Foreign Trade via lamburg: W.Scuiote. Structural Changes in World Food Produc- 
tion: F. BAADE. 


cin- Vox. 38, No. 12, DecemBer 1958. Neutralizing Economic Forces on Consumer Goods Markets. 
tter- The Economic Angle of Moscow’s Berlin Plan: A. PunwmMaAN. The Integration of the Under- 
ana- developed Countries of Western Europe: K. L. Herczec. The International Coffee Market: 
H. MorGEnBESSER. 
Reitschrift fiir die Gesamte Staatswissenschaft 
R. Vor. 114, No. 4, 1958. The Library and Works of Karl Heinrich Rau: Z.C. Dickinson. Die 
LRD. wirtschaftliche Wiederaufriistung Deutschlands von 1934-1936: A. ScHweEITzER. Zur Pro- 
icole blematik der weltwirtschaftlichen Kostenwirkungen diskriminatorischer Zollsenkungen: R. ScHEID. 
ofes- Hangt die Investitionshéhe vom erwarteten Gewinn ab?: G. MERK. Der Einfluss der Aussen- 
M. — auf das ékonomische Wachstum unter Beriicksichtigung empirisch gewonnener Werte : 
. ABB. 


No. 273.—VOL. LXIX. oO 
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Weltwirtschaftsliches Archiv 


Vor. 81, No. 1, 1958. Sparen und Investieren als Bestimmungsgriinde des Wachstums und der 
Verteilung des Sozialprodukts: W.Avsers. Essai de synthése de la théorie de l' emplpi, du circuit 
monétaire et du multiplicateur; H. VANDENBORRE. Income and Welfare Comparisons: R. 
DeHam. Wahrscheinlichkeitstheorie und Investitionstheorie: G. MERK. 


Vierteljahrshefte zur Wirtschaftsforschung 


No. 4, 1958. Zur konjunkturellen Situation: I. KOHLER-RIECKENBERG, H. MARTELL and 
M. Tescuner. Volkswirtschaftliche Gesamtrechnung einschliesslich Geldvermégensrechnung fiir 
die Bundesrepublik: Drittes Quartal 1958: F. Grinic. Der Aufstieg der sowjetischen Berg- 
bauleistung und seine aussen-wirtschaftliche Bedeutung: F. FREIDENSBURG. ur Problematik der 
Strassenbaukosten und ihrer Deckung: R. Krause. Produktion und Anlagevermégen der West- 
berliner Industrie von 1936 bis 1945: A. KuEHN. 


Allgemeines Statistisches Archiv 


Vou. 42, No. 1, 1958. Untersuchungen iiber Vereinfachungsverfahren bei Massenaufbereitungen 
nach quantitativen Merkmalen: S. Koiier. Kohorten-Analyse, insbesondere als Mittel zur 
Messung der Fruchtbarkeit: E. G. Jacosy. Zur Problematik der deutschen Strassenverkehrsun- 
fallstatistik: G. ScHaus. ur Frage der Answndung des geometrischen Mittels, insbesondere bei 
Berechnung von Indexzahlen: W. Bracuwi1z. 

Bayern in Zahlen 

Vot. 12, No. 10, Ocroser 1958. Das Sozialprodukt Bayerns im Jahre 1957: H. ScHmMucKER. 
Bayerns Bevilkerungsentwicklung im ] Halbjahr 1958: W. Mater. Besondere Einrichtungen in 
den Krankenanstalten Bayerns 1957: J. Fitser. Die Ausfuhr Bayerns im 1] Halbjahr 1958: 
J. Lewner. Unmsetze und Umsatzsteuer in Bayern 1957: J. SteBER. Ergebnisse der Haupt- 
veranlagung der Vermégensteuer auf den 1 Fanuar 1953 in Bayern: R. SCHACHTNER. 

Vot. 12, No. 11, NovemBER 1958. Sterblichkeit und Todesursachen in Bayern 1957: J. Fritser. 
Die Getreideernte in Bayern 1958: J. Excutncer. Der Schweinebestand in Bayern im Herbst 
1958: J. Bucx. Die Lage der bayerischen Wirtschaft zu Beginn des Herbstes 1958: L. 
LereericH. Die veranlagten Einkiinfie der Einkommensteuerpflichtigen in Bayern 1954: J. 
Sreser. Die Emissionstatigkeit der bayerischen Realkreditinstitute seit der Geldneuordnung: H. 
Mayr-ErtAcHER. Die Beschaftigung auslandischer Arbeitskrafte in Bayern: E. Scumiwrt. 


Keitschrift fiir Nationalékonomie 
Vou. XVIII, No. 3, 1958. Das reale internationale Austauschverhdltnis und die wirtschaftliche 
Entwicklung: G. HABERLER. Structure and Structural Change: Weaselwords and Jargon: F. 
Macuwivp. Strategischer Wert der Ausgangsstellung der Arbeitnehmer im Verteilungsprozess des 
Volkseinkommens: J. MARcHAL and J. Lécartton. Frank Knight’s Theorem in Linear 
Programming: P. A. SAMUELSON. A Note on the Menger—Wieser Theory of Imputation : H. 
Uzawa. The Romantic Reaction: F. K. MANN. 


Monatsberichte des Osterreichischen Institutes fiir Wirtschaftsforschung 


Vor. XXXI, No. 9, 1958. Die wirtschafiliche Lage in Osterreich. Der Ausbau der ésterreichischen 
Erdélwirtschaft. Léhne, Gehéilter und Masseneinkommen in Osterreich 1950-1957. 

Voi. XXXI, No. 10, 1958. Die wirtschaftliche Lage in Osterreich. Der Einfluss der inter- 
nationalen Wirtschaftsentwicklung auf den dsterreichischen Export im Jahre 1958. Der Giiter- 
Werkverkehr mit Kraftfahrzeugen in Industrie und Grosshandel. 

Voit. XXXI, No. 11-12, 1958. Die dsterreichische Konjunktur an der Fahreswende 1958/59. 
Die wirtschaftliche Lage auf den einzelnen Gebieten. Die Ausstattung der Haushalte mit Elektro- 
geraten. Osterreichs Volkseinkommen im Jahre 1957. 


Schweizerische Zeitschrift fiir Volkswirtschaft und Statistik 


Vot. 94, No. 4, DecemBer 1958. Les débuts de la Banque Mallet: H. Litrny. Politique 
fiscale et ‘Fiscal Policy”?: H. LAUFENBURGER. ur neueren Entwicklung der ehelichen Frucht- 
barkeit und Fruchtbarkeitsunterschiede in der Schweiz: W. Bicker. Der Strukturwandel der 
kantonalen Finanzen 1930-1956: A. WtLLeNEeR-Scumip. Die Schweiz und der Deutsche 
Zollverein: A. Hauser. Der Ertrags-/Aufwandsvergleich in der westdeutschen Landwirtschaft 
und seine Bedeutung fiir die schweizerische Agrarpolitik: J. WERNER. 
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De Economist 


No. 10, Ocroser 1958. Decision in the Face of Uncertainty: Some Criticisms and Extensions of 
a Theory: G. L. S. SHACKLE. Wolken boven het G.A,T.T.: N. FRANKEN. Opmerkingen en 
aantekeningen: Nadere beschouwingen over de theorie van het monopolie: S. Koorn; Reply: A. 
HEERTJE. 

No. 11, NovemBer 1958 Over de institutionele markt: H. W. Lampers. een vergelijking 
van de industriéle loonkosten en de reéle lonen in Nederland en enige andere landed: J. A. SMULDERS. 
Opmerkingen en aantekeningen: Is projsstabilisatie mogelijk?: M. VAN AMELSVOORT; Naschrift: 
H. Puivierpt. 

No. 12, DecemBer 1958. Beschouwingen over de theorie van het duopolie: A. HEERTJE. De 
theorieén betreffende het afnemerscrediet: J. A. Kuperus. Opmerkingen en aantekeningen: 
Prijsvorming en inkomstenvorming: W. Hesse.; Naschrift: W. J. VAN DER WOESTIJNE. 


Ekonomi:k Tidskrift 
Vou. LX, No. 4, DEcemBER 1958. JInvesteringar och produktion: I. SVENNILSON. Bytesbalans, 


handelskrediter och valutareserv: ‘‘ Férskjutningspostens”’ problem: III: B. HANsEN. Some 
Notes on the Recent Discussions about the Keynesian and the ** Classical’ System: B. THALBERG. 


Skandinaviska Banken Quarterly Review 


Vou. 39, No. 4, OcroBeR 1958.. Business Cycles—Past and Present Experiences: E. LUNDBERG. 
Interest Policy and Foreign Exchange Policy: B. HANsEN. International Liquidity Problems and 
Their Implications for Sweden: M. Hix and B, THomé. 


Nationalekonomisk Tidsskrift 


Vou. 96, No. 3-4, 1958. Atomenergikommissionen—Baggrund og Arbejde: H. H. Kocu. 
En Disputats om Priskalkulation og Prispolitik: I: H. Wtnpinc Pepersen; JI: F. ZEUTHEN. 
Betalingsbalance og Finanspolitik: HH. Brems. Om Investeringer med Forskellig Labetid: 
K. ULDALL-HANSEN. 


Okonomi og Politik 


Vout. 32, No. 2-3, 1958. Israel fra 1948 til 1958: H. Punpix. Australiens efterkrigsindvar- 
dring: F. MEISSNER. 


Liiketaloudellinen Aikakauskirja (Finnish Text, English or German Summaries) 


Vo. 7, No. 3, 1958. The Helsinki Research Institute for Business Economics: H. RANINEN. 
Psychologische Faktoren im wirtschaftlichen Leben: A. Karsten. A Survey of the Financing of 
Organisation Costs: S. LEHToLA. Salary Payment Plans for Salespeople in Retail Trade: T. 
JAATELA. 


Ekonomiska Samfundets Tidskrift 


Vor. 11, No. 4, 1958. Vdagen ut ur sysselsditningskrisen: N. MEINANDER, C. E. OLIN and 
G. StTJERNSCHANTZ. Synpunkter pa omsdttningsbeskattningen: L. WAHnLBECK. Finans- 
systemets automat: :ka reaktion och samhallets inflationskdnslighet: R. ILasxtvt. 


Rivista Italiana di Economia Demografia e Statistica 


Vo.. XI, No. 3-4, Juty-DEcEMBER 1957. Schematico profilo di una sociologia generale in cin- 
quanta paragrafi: A. NicEForo. Sul problema dell’interpolazione per mezzo di una poligonale: 
M. A. Coppin. I protomediterranei delle regioni dall’Egeo al Bengala: M. Capriert. Sulla 
misura della intensita della circolazione stradale: C. D’AGAtTA. Tavole di sopravvivenza della 
popolazione italiana secondo la mortalita dell’anno 1955: A. NADDEO. Considerazioni medico- 
statistiche su alcune cause di morte materna: M. BARBERI. Curve dei capitali in assicurazione vita: 
R. Cacciaresta. Un metodo per Tinterpolazione della logistica: G. Cutassino. Sulla 
distribuzione della probabilita degli errori accidentali: O. Caproccia. Accertamenti fiscali ed 
indici dello stato economico delle regioni italiane: G. Cuiassino. Applicazione del methodo delle 
correlazioni nei rilevamenti bio-climatici delle principali coltivazioni erbacee della Sicilia: G. 
Pistitu1. Demografia e sanita nell’U.R.S.S. nelle recenti statistiche officiali: G. BERLINGUER. 
Considerazioni sugli indici del costo della vita durante gli ultimi quattro anni (dal 1953 al 1956): 
N. ANTAMORO. 
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Economia Internazionale 


Voi. XI, No. 2, May 1958. Consumer Sovereignty and the Rate of Economic Development: 
F. D. Hotzman. Wirtschaftswachstum und Zahlungsbilanz: D. Scumupr. 


Metroeconomica 


Vot. X, No. 2, Aucusr 1958. A Letter to Irving Fisher: V. Pareto. Business Investment and 
the Marginal Cost of Funds: N. J. CUNNINGHAM. Mr. Armstrong and the Theory of Demand: 
H. A. J. GREEN. A Macro-economic Model of Growth and Fluctuation: A. Lu. Wricnt. On 
Parameter Estimates Provided by Various Methods: A. ZELLNER. 


Review of the Economic Conditions in Italy (Banco di Roma) 


Vo. XII, No. 6, NovemBer 1958. Situation and Prospects of the Italian Steel Industry: E. 
MANUELLI. Italy’s Trade with Latin American Countries: L. MAGNANI. Technical and 
Economic Aspects of the Brick Industry in Italy: M. CANTELLI. 


L’ Industria 
No. 3, JuLy-SEPTEMBER 1958. Previsione demografica e previsione economica: G. MorTARA. 
Influence de la rentabilité sur le rythme des investissements en économie libérale: M. VERHULST. 
Il problema della verifica in economia: F. Macuuiup; Il professor Machlup sulla verifica in econo- 
mia: T. W. Hurcuison; Replica a un ultra-empirico riluttante: F. MACHLUP. 


Italian Affairs 


Vout. VII, No. 5, SepremBer—OcrosBer 1958. The General Elections. The Ministry of 
Public Health. The Trentino-Alto Adige Region. The Artisan Trades in Italy. The State 
Railways. The Fishing Industry. 


Moneda y Credito 


No. 66, SEPTEMBER 1958. La depresién americana: G. HABERLER. El dilema de los Bancos 
Centrales: R. S. Savers. Los fondos de contrapartida en la ayuda americana: G. P. DE 
ArMINAN. La banca espaiiola en 1957: I. C. GARRIGOs. 


El Trimestre Economico 


Vok. XXV, No. 2, Aprit—JuNE 1958. La programacién lineal en los problemas de decisiones de 
produccién agricola: A. N. Grttmore. El crédito ejidal: Préstamos, recuperaciones y cartera: 
R. FERNANDEZ Y FERNANDEZ. El crecimiento econémico de México: perspectivas y problemas: 
A. NAVARRETE. Reflexiones sobre la depresién norteamericana: J. SAENZ. El desequilibrio 
externo en las economias subdesarrolladas: C. Furtapo. Un modelo de desarrollo econémico: N. 
Kaupor. Anidlisis tedrico del desarrollo econémico: un enfoque econométrico: E. D. Domar. 

VoL. XXV, No. 3, JuLy-SEPTEMBER 1958. La dinamica de la economia mexicana y el equilibrio 
monetario: A. E. Papttia. El desarrollo econdémico de México y la estabilidad monetaria: E. P. 
L6épez. América Latina: desarrollo econémico y estabilizacién econémica: J. DEL Canto. Los 
problemas de financiamiento de la pequefia industria en los Estados Unidos: G. GARvy. Reunién 
de economistas de Oriente y Occidente: C. FurtapDo. Nota tedrica sobre preferencia en el tiempo, 
productividad del capital, estancamiento crecimiento econémico: W. Lrontier. Estructura 
econémica de una teoria del crecimiento: J. H. Power. Rendimientos crecientes y progreso 
econdmico: A. A. YOUNG. 


The Economic Review (Japanese text, English summaries) 


Vot. 9, No. 3, Jury 1958. The Growth of the Industrial Capital under the Policy of Encouragement 
to Industry: M. Kayintsu1. The Law of Impoverishment and the Working Class: E. Kisut- 
MOTO. Agricultural Prices and Law of Value in the U.S.S.R.: N. Mryanase. The Foreign 
Trade Multiplier and the Interindustrial Relations: K. Miyazawa. Input-Output Analysis and 
Demand and Supply Function: I. Yamapa. 


Voprosy Ekonomiki (Russian text) 
No. 7, 1958. A Powerful Economic Stimulus to Further Agricultural Progress. A New Stage in 


the Development of Agro-industrial Relations: M. Motstrv. Some Problems in Accelerating the 
Development of the Chemicals Industry: N. FEDORENKO. The Improvement of Material-technical 
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Supply and the Struggle Against Localistic Tendencies: N. GALPERIN. Methodological Problems 
of the Financial Balance of the U.S.S.R.: A. Lyanpo. On Strengthening and Concentrating 
State Farm Production: V. Stoutpnix. Problems of Chinese Industrialisation during the First 
Five-year Plan: V.Trironov. The Class-structure of Contemporary Capitalism in the Distorting 
Mirror of Revisionism: I. Dvorxin. The Theory of the Income ‘‘ Revolution” and Contem- 
porary Revisionism: G. KuromusHin. On the Profitability of a Socialist Enterprise: Z. ATLAS. 
On the Improvement in Industrial Administration in the German Democratic Republic: K. Mixut- 
sky. Utilise Reserves for Lowering the Repair Costs of Agricultural Machinery: G. SAFRAI. 
The All-Union Conference on Problems of Capital Efficiency. On the Functions of the Economic 
History of the U.S.S.R. and Principles for Classifying It into Periods. A Scientific Session on the 
Study and Propagation of Sounarkhoz Experience. A Conference of the Staff of Universities and the 
Estonian Institute of Economics: L. Brutus and A. Raup. The Belorussian Sovnarkhoz and the 
Belorussian Institute of Economics: N. VEputa. Scientific Work in the Economic Sections of the 
Voronezh Agricultural Institute: I. GuposHntkov. The Scientific Research Institute of Building 
Economics: V. Kazansxy. A Delegation of French Economists to the U.S.S.R. 


No. 8, 1958. The World System of Socialism on a New Upswing: P. Ficurnov. The Policy of 


Strengthening the Union of the Working Class and Peasantry and the Latest Stage in the Development 
of the Collective Farm System: A. Botcov. On the Prospects for Technical Progress: T. 
KHACHATUROV. Questions of the Remuneration of Mechanics on Collective Farms: 1. CHEREP- 
NIN. On the Forthcoming Revaluation of Capital Assets: F. PANKRATOV. On the New Forms 
of Industrial and Building Management in the Czechoslovak Republic: M. Rosicky. Bourgeois 
and Revisionist Theories of the ‘‘ Mixed Economy”: E. BreGet. On the Problem of Russian 
Utopian Socialism in the 1840s: V. MArtTyNovskayA. Some Problems of the Use of the Law 
of Value and Price Formation in the U.S.S.R.: A. Kutixov. The Necessity and Nature of 
Commodity Production under Socialism: V. BATyREV. Commodity Production under Socialism 
and the Agricultural Co-operative: V. VENZHER. In the Institute of Economics of the Ukrainian 
Academy of Sciences: G. Gravov. Economic Research into the Production of Chemicals in Small 
Quantities: P. Perstrs. A Scientific Meeting to Discuss the Definition of the Economic Efficiency 
of Production in Agriculture. 


No. 9, 1958. On the Development of Ec ic Links Between Town and Country: M. MocHA.ov- 





sky. Some Problems of Improving Planning in the U.S.S.R.: A. Kursxy. Urgent Problems of 
Planning the Specialisation of Engineering Production: L. Berri and A. Ertmov. On the 
Effectiveness of Developing the Moscow Coal Basin: Z. CHuxuHanov. The All-Union Census 
of Population of 1959: G. Maxkatmov and M. MarakHanov. The Creation of Socialist 
Industry in the Korean People’s Democratic Republic: Yu Betyarv. On the Commentaries of 
Dr. Walter Hildebrandt: A. Notxin. Economic Problems of Building Communism (Scientific 
Session of the Social Sciences Division of the Academy of Sciences of the U.S.S.R.). The All- 
Union Scientific-technical Conference on Problems of Defining the Economic Efficiency of Capital 
Investment and New Technology in the U.S.S.R. Economy. A Conference on Problems of Specialisa- 
tion and Integrated Development of the Baltic Economic Regions: V.'TumsHEvits. 


No. 10, 1958. Great China Builds Socialism: V. Zuamin. The Correlation of Functions in 


Expanding Reproduction: V. Nemcutnov. On the Laws for the Location of Socialist Industry in 
the U.S.S.R.: A. LAVRISHCHEV. Stimuli Applied Through Cost-accounting Techniques for the 
Utilisation of Industrial Fixed Capital: N. Sprrmponova. Some Problems of the Electricity 
Balance of the U.S.S.R. in the Light of the Tasks of the Long-term Plan: M. Vicensxy. Prob- 
lems of Procurement and Processing of Livestock Produce: P. SEREBRENNIKOV. State-monopoly 
Capitalism and the Struggle for Socialism: L. LzontEv. A Propos of Contemporary Bourgeois 
Theories of Economic Dynamics: 1. OsApcHAYA. On Commodity Production in Conditions of 
Socialism: YA. Kronrop. Once More on Text-books on the Economics of Industry: 1. Kastrsky. 
From the History of Socialist Planning of the Economy of the Chinese People’s Republic: A. 
Maktakov. On an Incorrect Tract on Labour Productivity under Socialism: I. LAKHMAN. 
Improve the Accounting System in the Economy: L. KuHoxuiov. In the Institute of Economics of 
the Armenian Academy of Sciences: V. DARYAN. In Leningrad State University: I. TrkHomirov. 
The Work of the Institute of Economics of the Uzbek Academy of Sciences after the Reorganisation 
of Industrial Management: 1. T 


Planovoe Khozyaistvo (Russian Text) 


No. 8, 1958. An Important Epoch on the Way of Communist Construction: P. DoROsHENKO. 


Soviet Statistics and Economic Planning: L. VoLoparsky and S. Gurevicu. Problems of the 
Development of Soviet Instrument-making: K. Arutyunov. The Economic Basis for the 
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Location of Certain Branches of Chemical Industry: N. SHoxin. On the Classification of Fixed 
Assets for Computing Amortisation: P. Fitrppov. Some Problems in Delineating Economic 
Regions in Bulgaria:: M. Enev. Experience of the Ivanovo Sovnarkhoz in Improving the Utilisa- 
tion of Textile-mill Capacity: E. ALEKsEEV. Experience in the Automation of a Plant by Its 
Own Efforts: D.SHAPosHNIKOV. On the New Regulations for Planning Capital Investment. 

No. 9, 1958. On the Threshold of the XXI Congress of the Communist Party of the Soviet Union. 
On the Basic Methodological Regulations for Establishing an Economic Plan: F. Kotov and 
P. Krytov. Problems in the Complete Mechanisation of Production in Industry: M.DEMCHENKO. 
Tasks in the Development of Chemical Engineering: V. Lesepev. On the Chemical Processing 
of Wood and the Vegetable Waste of Agriculture: V. SHLYANIN. Soviet Consumer Co-operation 
and Its Role in Expanding the Economic Links between Town and Country: A. Kummov. The 
Further Progress of the Economy and Culture of Albania: S. Kotexa. An Economic Conference 
of the Moscow Oblast Sounarkhoz. A Conference on the Full Use of the Natural Resources of the 
Komi Economic Region: V. BasicHev and B. Davypov. A Scientific Production Conference 
on the Full Utilisation of the Kachkanar Titanium—Magnetite Ore: L. Popov. Problems in 
Comparing the Economic Efficiency of Producing Various Farm Products. 

No. 10, 1958. The Verification and Economic Analysis of Plan Fulfilment: 1. Evenxo. The 
Effectiveness of Integration in the Petro-chemicals Industry: N.TELEZHKIN and V. FRIDENBERG. 
Automation and Remote Control of Oil Extraction: R. IsakovicH and E. MuKHMUDBEKOV. 
Fundamental Problems in the Organisation of the Work of Repair-Technical Stations: S. MELNIK 
Norm-indicators for Value-added in Working-up: N.BeLevsxy and others. Planning Specialisation 
and Co-operation in Industry: L. Berri. Narrow the Margin of Incomplete Construction: E. 
Kutacina. The Organisation of the Manufacture of Standard Instruments: N. PETRUKHIN. 
Experience in Planning and Accounting Production in Engineering Enterprises: G. PoLoNsky and 
R. Cuerkassky. Experience in the Rationalisation of Freight Carriage: T. KosHKarREv. 
Directives on the Third Five-year Plan of Bulgaria (1958-1962). The Three-year Plan of 
Hungary (1958-1960). The First Five-year Plan of the Korean People’s Democratic Republic 
(1957-1961). 

No. 11, 1958. The 41st Anniversary of Great October. Perspectives for the Development of the 
Productive Resources of Eastern Siberia: V. Nemcutnov. Diminish Building Time and Accel- 
erate the Commissioning of Projects in Construction: P. PopsHtvALENKO. The Economic Basis 
of the New Agricultural Purchase Prices: G. GAPONENKO. The Location of Industry and the 
Rationalisation of Freight Carriage: 1. LANGUROV and K. SHEIMAN. Some Problems of the 
Development of Sugar Refining in the U.S.S.R.: A. Voronxo. On the Tasks for the Further 
Development of Municipal Services: 1. IvANov. Work of the Stalingrad Sounarkhoz on Specialisa- 
tion and Co-operation among the Enterprises of the Region: P. Nosov. Some Problems in the 
Development of the Lvov Economic-Administrative Region: A. VASHCHENKO. 


Finansy S.S.S.R. (Russian text) 


No. 7, 1958. The Tasks of Finance and Banking Agencies in the New Conditions: A. ZVEREV. 

The Reorganisation of M.T.S. and the Work of the Agricultural Bank: Ya. Govev. The 
Allocation and Use of Accumulation in Enterprises of Local Subordination: S. KHEtrEets. Scope 
Sor Diminishing Norms for Working Capital: B. Lisrrsyn. On the Distribution and Redistribu- 
tion of the National Income Under Socialism: A. BAcHuRIN. Towards the Establishment of the 
Financial Plan for 1959: V. SrteKxacHev. City Finance Departments and the Sovnarkhoz: N. 
GRINCHENKO. For Greater Efficiency in the Economic Work of City Revenue Inspectors: A. 
Totstikov and others. The Planning and Utilisation of Profiis in Industrial Enterprises: 
Yu. Marcuuis and N. Sycuev. New Developments in the Financing of Industry and Construc- 
tion in Czechoslovakia: K. SukHan. A Meeting of Finance Officials of Moscow. A Con- 
Serence of Readers of “‘ Finansy S.S.S.R.” 

No. 8, 1958. The Reorganisation of M.T.S., the New Procurement Procedure and the Tasks of 
Finance Agencies: V.GArsuzov. Special Features of the Drafting of the U.S.S.R. 1959 Budget: 
G. Dunpukov and N. Kisman. The Economic Analysis of Social-cultural Expenditure: V. 
Sotovev. Lotteries for Prizes in Money and in Kind: P. Drrricuev. Reserves Within 
Enterprises—for the Development of the Economy: A. Attev. Improve Financial Planning: A. 
KrasnoLosov. The Sovnarkhoz and Problems of Profitability: N.GuusHKov. On Establish- 
ing Over-all Financial Plans for Union-Republics: A. LyAnpo. What Practice in State Insurance 
Has Shown: 1. Popetnuxu. Leading and Lagging District Financial Offices: A. CHEREBAEV. 
What a Checking of Building Estimates Can Yield: 1. KRavcHENKO. Results of the Reorganisa- 
tion of Housing Management: V. SmurENKov. Some Problems in the Development of the 
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Economy and the Budget of Poland in 1958: T. Dierricu. The XVII Congress of the Civil 
Servants’? Trade Union. 

No. 9, 1958. Increase Revenue and Carefully Spend Budget Funds. On the Problem of the Allotment 
of Working Capital to R.T.S.: G. Kuruzov. On the Organisation of Working Capital in 
Building: I. Baxutin. Improve the Practice of Financing Education: K. Suspotina. A 
Suggestion from the Kiev Sovnarkhoz: N. Baxov. One Must Simplify Finance Operations: Yu. 
LevKov (Komi Sovnarkhoz). Improve the Fulfilment of Fstimates of Budget-carried Organisa- 
tions: I. LuKontna. Change the Methodology of Computing Compensation in Agricultural Crop 
Insurance: M. Katsov. On the Organisation of Financial Work in Enterprises: 1. BELYAEV 
and others. Change the Regulations for Planning Self-financed Working Capital in Trade: N. 
My“Axov. The Every-day Life of an Insurance Inspector: V.Gensand N. Kursatov. Budge- 

tary Planning in Bulgaria: K. Lazarov. British Local Authority Accounts: L. OKUNEVA. A 

Meeting of Budget Officials. A Meeting of R.S.F.S.R. Insurance Officials. 


Dengi i Kredit-(Russian text) 


No. 7, 1958. An International Conference of the Central Banks of Socialist Countries. Strengthen 
Payment Discipline and Set Payments in Order’ A. KazantsEv. Industrial Working Capital and 
Control by the State Bank: E. Miretman. Arrange Freight Accounting in a New Way: N. 
VINNICHENKO. For a Further Improvement in the Work of Banks: G. KovaALenxo. Some 
Problems of Accounting: A. Kosoy. Improve the Organisation of Accounting: I. LEKHTSIER 
and I. Tartya. Control by the State Bank over House-building Performed by Contractors: Z. 
ZuEvaA and others. Electronic Machines for Banks: Yu. SHiparv. How a Department Can Fulfil 
Its Cash Plan: V.Gorovetsxy. The Centralised Use of Accounting and Tabulating Machinery: 
I. Denisov and YA. MIROSHNICHENKO. The Balance of Payments and Financial Crisis in 
France: R. Locovinsxaya. The XVII Conference of the Civil Servants’ Trade Union. <A 
Meeting on Questions of Training Bank Specialists. 

No. 8, 1958. The Decisions of the Fuly Plenum of the Central Committee of the Communist Party 
and the Tasks of the State Bank. Ways to Strengthen State Bank Control Over Wage Expenditure 
in Industry: M. Koroxov and V. Turxovsky. For Efficient Bank Control: N. KorosKov 
and I. SHRAIBER. On Changes in the System of Clearing Accounts. Effectively Use Accounting- 
analytical Machines: G. Potonsky. The Regulation of Money Circulation—an Important Task 
of the Bulgarian National Bank: M. VE ov. Changes in the System of Advances and Accounting 
in Poland: M. Kostowsxt. Introduce More Widely Accountancy by Planned Payments: V. 
KrasILnikov and M. Ostrov. Simplify the System for State-farm Credit. Bank Services for 
Collective Farms: V.PONOMAREVA. Some Problems in the Analysis of the Economic Activity of 
Industrial Enterprises: V. KopnyaEv. How We Study the Economy of Collective Farms in the 
New Conditions: A. Rocutin. The Development of the Money System of Egypt: L. Gitxson. 

No. 9, 1958. Improve Control by the Rouble Over the Economic and Financial Activity of Enterprises 
and Organisations. Fulfil the Cash Plan for the Second Half of the Year: A. KupRYAvTsEv. Price 
Formation—An Important Factor in the Development of the Economy and in Strengthening Money 
Circulation: D. KonprasHEv. Working Capital and the Resources of Collective Farms: Su. 
ButusHEev. Quality Control by Accountancy: T. KHANKHODZHAEV. Improve the Work of 
the Banks. The Socialist Transformation of the Credit System in China: Lu Kuun Zuv. 
Strengthen the Links Between the Inspectorate for Credit and for Money Circulation: V. Kosto- 
cLopova Intra-factory Cost-accounting (from the Experience of the Kishinev Confectionery 
Factory): I. Proskurin. A Conference of the Georgian State Bank Office and the Finance Faculty 
of Thbilisis University. Introduce New Methods into Operational Accounting. The Statistical 
Analysis of Accountancy Operations: A. Tertus. The Bank Reform in Argentina: R. KHatrova. 


Vestnik Statistiki (Russian text) 

No. 7, 1958. Forty Years of Soviet State Statistics. A New Stage in the Organisation of Planning 
and the Tasks of Statistics: L. VoLODARSKY. Statistical Work in the Chinese People’s Republic: 
SyuE Mu Tsao. Reminiscences of the Early Years of the Central Statistical Administration: 
V. SMoLyaAntnov. From the History of the Statistics of Household Budgets in the U.S.S.R.: 
I, Matyuxkna et al. On the 40th Anniversary of the 1918 Census of Industry and Professions in 
Russia: Ya. Viwrevicu. The Grouping of Collective Farms as the Most Important Method of 
Analysing Their Economic Activity: A. Sun. On the Problem of Establishing Regional Index 
Numbers: L. Satrunovsky. A New Form of Statistical Accounting in Industry and Construction: 
T. Votxov. The Concept of the Family in the Census of Population: B. Urtants. The 
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Participation of Trade Union Organisations in the Preparations for the All-Union Census of Popula- 
tion. A Meeting on the Mechanisation of Accounting and Statistics in the U.S.S.R. The Elabora- 
tion of a Uniform Classification for Industrial Sectors: L. M. 

No. 8, 1958. Widely Diffuse the Significance and Function of the All-Union Census of Population. 
On Studying Mechanisation and Automation in Industry: A. BottyAnsxy. Some Problems in the 
Preparations for Revaluing Fixed Assets: A. SHEVCHUK and V.GorELIK. On Methods for Cal- 
culating Amortisation Charges: S. Rysnixov. From the History of National Economic Balances 
in the U.S.S.R.:  M. Emetman. On the Correlation of Average Magnitudes: 1. Pisarev. 
From the Practice of Establishing Regional Balances of Personal Money Income and Outlay: M. 
Gumerova. The Establishment of an Estimated Cost and of Planned Cost of Construction for 
Building and Installation Work: K. Vinocrapov. The Training of Workers for the 1959 
All-Union Census of Population: D. ILeEnKov and V. ALEKSEEV. 


Gospodarka Planowa (Polish text) 


Aucust 1958. Factors Determining the Rate of Growth of National Income in a Socialist Economy: 
M. Kateckr. On the Profitability of Investments and the Application of an Interest Charge in Its 
Valuation: B. Minc. The Optimal Allocation of Production Targets: H. Fiszeu and J. 
Gpynia. Spontaneous or Planned Technical Progress? : J. Koptnsxt. Problems of Economic 
Integration: H. Bopnar. On the Economic Co-operation of Socialist Countries: S. PoLAczEK. 
Some Problems of the Development of the Chemical Industry in Poland in 1961-1975: J. Poypa 
and M. Zajac. Economic Experiments in the Light of 1957: L. ZapKovicz. On the Prospects 
Sor the Konin Region: W. Gorski. The Activation of Industry in the Wroctaw Voivodship: 
Z. Karst. On the Increase of Labour Productivity in Czechoslovakia: H. S. 

SEPTEMBER 1958. The New Organisation of Industry and the Problem of Sales: B. WARZECHA. 
Changes in the Location of Industry 1961-1975: B. Wetpa. The Investment Conditions for Full 
Employment: A. BronerR and A. JozEFowicz. Programming the Structure of Investments: 
R. Witczewski. The Analysis of the Efficiency of Investments Directed Towards the Improvement 
of Raw-material Quality: H. Fiszer. The Problem of Reducing the Working Day in Poland: 
W. Krencix. On the Economic Co-operation of Socialist Countries: J. CZARNoCKI. The Right 
Direction for the Development of the Warsaw Industrial Area: S. GAyowskI. 

OcrosBer 1958. The Current Economic Situation and Tasks for the Last Quarter of the Year. The 
New System of Management in State Industry: J. Lurostawski. New Forms of Industrial 
Management and Problems of Foreign Trade: S. PotaczeK. The Role of Experimental Methods 
in the New System of Industrial Management: W. Doserskt. Striking Figures (An Analysis of 
Different Costs for Identical Products): Z. Dasprova and Z. SprycHa. On Some Links 
Between Profits and the Workers’ Fund in Industrial Enterprises in 1957: M. KuczyNsxt. On 
the Rate of Growth of the National Economy in the Long-term Plan: M. Raxowsk1. The Level 
of Consumption among the Rural Population: K.Soxotowski. The Main Problems of Economic 
Development in the Bieszczady Region: W. BAucerskt. Some Problems Concerning the Improve- 
ment of Investment Statistics: A. SZERWENTKE. 

NoveMBER 1958. The Direction of Polish Economic Growth in 1961-1965: W. Bucu. The 
Main Problems of the Future Sulphur-producing Region in Poland: J. Kostrowicxt. Remarks 
on the Economic Efficiency of Foreign Trade: B. Minc. The Choice of Technical Progress: P. 
Gutxman. Regional Inter-dependence Analysis: K. Porwrr. On the Measurement of Rural 
Real Incomes: A. SzyNKARCZUK and A. SwiDERSKI. On the Improvement of Food-consumption 
Statistics: Z. ZEKONSKI. 


Politicka Ekonomie (Czech text, English and Russian summaries) 


No. 1, 1958. Some Problems of the Commodity and the Operation of the Law of Value in the Socialist 
World Market: J. VANEK. The Position and Function of State Farms in the Economics of the 
Period of Transition: N. Fartan. The Economic Basis of Establishing Price Relatives: N. 
Kocman. Commodity Production and the Law of Value under Socialism: K. OstTRoviryANov. 
Economic Problems of Automation: S. STRUMILIN. 

No. 2, 1958. Problems of Price-fixing of Agricultural Produce: J. Niki. Rationalisation under 
Capitalism: V. Sprrz. Some Problems of the Statistical Investigation of Consumption: J. 
Watter. Problems of the Basic Economic Law of Monopolistic Capitalism: M. Hirsi. Some 
Problems of the Reproduction of Capital Assets in Industry: G. Sarrat. On the Establishment of 
a Chair of Economic History at the School of Economics: R. Ov8ovsky. 

No. 3, 1958. The Great Heritage of K. Marx and F. Engels: N. SmejKAL. The Relations 
Between the Employment of Wage Labour and the Capitalist Character of Agriculture: Z. SoKOL. 
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The Calculation of Social Product: L. CynHesky and J. KaSpar. The Fixing of Coal Prices: 
F. Swix. The Problem of Excess Stocks in State Trade: D. To8ev. Discussion on the Opera- 
tion of the Law of Value in the U.S.S.R. The Berlin Conference on German Imperialism and 
Problems of Automation. 

No. 4, 1958. Some Problems of the Labour Shortage in Czechoslovak Agriculture: A. JEDLIGKA. 
Some Basic Forms of the Subordination of Agriculture to Financial Capital in Czechoslovakia: J. 
Kritex. The Efficiency of Foreign Trade: J. VANEK. Problems of Classifying Production: 
F. Feporov. The Reform of Industrial Management and the Utilisation of Productive Capacity: 
N. BEREZNOI. 

No. 5, 1958. More Deeply Instil Lenin’s Principles of Democratic Centralism in Economic Manage- 
ment. Some Problems of Distribution in Co-operative Farms: K.Svospopa. On the Problem of 
Calculating Gross National Product and National Income: M. Souéex. 

No. 6, 1958. The Proportionate Development of Science in a Socialist Societv: I. MALEK. The 
Lag in Agricultural Production: F. MysttveGex. The General Basis of Commodity Production 
in the State Socialist Sector: J. VEyvopa. A Scientific Meeting of Economists from Socialist and 
Capitalist Countries: V. Katcu. A Conference on Problems of Commodity Production and the Law 
of Value in the German Democratic Republic: G. Manz. 

No. 7, 1958. Net Production from the Standpoint of Labour-productivity Measurement: Z. Tiusty. 
The Evolution of Tenancy in Capitalist Countries: F. Stotes. A Contribution to the Critique of 
Theories of Value Relations in the State Socialist Sector: J. VEJvoDA. A Conference on Wage and 
Labour-norm Problems in Leipzig: P. ErcHHoRN. 

No. 8, 1958. Towards the Final Stage of Building Socialism in Our Country. A Contribution 
to the Theory of JFob-rating and Wage-determination in Socialist Production: F. Kurta. A Note 
on the Problem of Industrial Organisation: M. Rostcxy. The Polish Discussion of Marxist and 
Contemporary Bourgeois Economics: V. PaviAt. The Discussion of Behren’s and Benary’s 
Opinions in the German Democratic Republic: J. BRGAK. 

No. 9, 1958. Against Revisionist Tendencies in Solving Certain Problems of Socialist Construction. 
The Reorganisation of Svviet Machine-tractor Stations and Certain Economic Problems: J. KARLiK. 
The Nature of Value-relations Within the State Socialist Sector: J. VEJvopa. The 40th Anni- 
versary of the Disintegration of the Austro-Hungarian Empire: R. OxLSovskY. 


Planované Hospoddistvi (Czech text) 


No. 9, 1958. Questions of the Efficiency of Capital Construction: V. KoMAREK and J. KoA. 
Problems of the Long-term Development of the Food Industry: K. Horov¥ and F. MaNas. 
Problems Concerning Labour Supply in Slovakia: J. Mrmautx. On Incentive Norm-fixing in 
Enterprises: F. Bore’. Commodity Production Under Socialism: J. VEJvopA. On the Wrong 
Interpretation of the Method of Wholesale Price-formation: M. Kocman. Specialisation of 
Production by Co-operative Farms: J. MATousKovA. 

No. 10, 1958. Prepare an Efficient Plan for 1959. Improve and Extend Services to the Public: 
Z. VALENTIK. Regional Planning Problems: M.CERvENY. Planning Relations Between Crop 
and Livestock Output in Individual Regions: S. FoyrixovA. Proportionality in a Socialist 
Economy: A. Precioso. Questions on Wholesale Price-formation: J. Cisak. Problems of 
Teaching Economics and Technology in Universities: F. Scuutz. On Long-term Personal 
Incentives: V. Vix and V. OpAtxa. Raise the Level of Work of National Committees: 
S. HorvAtu. 

No. 11, 1958. An Incorrect Interpretation of the Law of the Preferential Growth of the Output of 
Means of Production: A. Paixov. Long-term Prospects for Machine Tools Controlled by Pro- 
gramme Operations: Z. DRAs and others. The Use and Further Development of Tube Materials: 
J. JANovsky and B. Néme. The Influence of Mechanisation on Raising Farm Labour Produc- 
tivity: Z. Sumedex. Certain Problems Related to the Development of the Border Regions: J. 
Macex. Comments on the Specialisation at Schools of Economics: M. Soxor. The Use of 
Mathematics in Economics: V. PotAéex. Experiences in Drafting Regional Building Plans: A. 
Cisutka and V. JANDA. The Influence of Sub-contracting on the Indices of Production and 
Marketing: V. Borsky. : 

No. 12, 1958. Pay Increased Attention to Economic Journals and Literature. Problems of Housing 
Standards: V. Renpt. Make More Efficient Use of Power in Industry: F. Homova and O. 
Tapra. Problems Involved in the Allocation of Farm Output: J. KoRavKa and others. The 
Cost Accounting of Engineering Operations: L. JirAK and V. Vorru. The Economic Profitability 
of Foreign Trade: VV. CERNIANSKY. Proportionality in a Socialist Economy: J. SprSiax. 
Calculating the Rate of Increase of Output and of Labour Productivity: M. Koneény. 
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Planovo Stopanstvo (Bulgarian text) 


No. 3, 1958. Directives on the Third Five-year Plan 1958-1962. On the Question of the Develop- 
ment of Our Production of Machine Tools: E. lorpANov. On Integration in the Textile Industry 
of Bulgaria: Z. ZLatanov. The Calculation of Labour Productivity on Collective Farms: D, 
Vuiapov. Use of Lorry-irailers—a Major Reserve for Expanding Automobile Transport: K. 
Krystev. Results of an Analysis of Personal Income and Outlay in Burgas during 1953-1956: 
G. MatTEEv. National Conference of Planning Officials from Municipal Councils: A. Dimov. 

No. 4, 1958. The Even Fulfilment of the Production Programme—an Indispensable Condition for 
the Execution of the Quantity and Quality Plans: Ku. CHERNEV. Mechanisation and Automation 
in the Textile Industry: V. Vutov. The Correct Choice of Wage-systems: A. Dosrev. For 
Better Methods of Remunerating Labour on Collective Farms: S. Syutemezov. The Analysis 
of Plan Fulfilment for Retail Turnover: Zu. NaweENov. The Struggle to Economise Metals in 
the Machine-tool Factory: B. SrerFANov and S. Rapev. The Economic Progress of Albania: 
A. Rusev. 

No. 5, 1958. Scope for the More Economic Outlay of Resources on Geological Prospecting: R. 
Trironov and S. Danovski. For Stricter Economy in the Use of Timber: I. ZuHELEv. 
Successes and Prospects for the Rubber Industry: 1. Ittev. Some Problems of Working Capital in 
State Trading Enterprises: G.Vaxutev. The Progress of Engineering in Rumania: E. Sprrescu. 
Profit Planning in an Industrial Enterprise: L. APostouov. 


Finansi i Kredit (Bulgarian text) 

No. 6, 1958. The Historical Decision of the Seventh Congress of the Bulgarian Communist Party. 
Raise the Level of Work in Drawing up the 1959 State Budgei: G. Boxov. Analysis of the 
Annual Reports of Economic Enterprises for 1957: D. Dimtrrov. Some Problems of Credits and 
Loans on Turnover: K. Kuzmanov. Some Problems of Planning Industrial Production Costs by 
Ministries, Departments and Administrations: D. VAKARELSKI and M. Rusanov. Industrial 
Production Costs and the Profitability of an Industrial Enterprise: V. RANKov. 

No. 7, 1958. The Protection of Socialist Property. The Economic Efficiency of Loans for Minor 
Mechanisation: R. Cuusrrev. The Unified State Budget of Bulgaria and its Relationship with 
Social Security Funds: Ku. Sotrrov. Financial Planning in the Central Co-operative Union and 
Ways to Improve It: G. Samoxovutev. For a Wider Application of Planning Inter-enterprise 
Payments: S. Krranov. For Uniform Criteria for Working Capital in Building and Installation 
Organisations: S. KARAGANEV. Attempts at Anticyclical Financial Policy in Capitalist Countries: 
Cu. Beyazov. Scientific Conference on Accelerating the Velocity of Circulation of “Working 
Capital: M. Petrov. 

No. 8, 1958. Fourteen Years of the People’s Power. Income and Outlay Balances in the Credit Plan 
of the Bulgarian National Bank: G. Dimov. Some Questions on the Correct Financial Organisa- 
tion of Collective Farms: G. Sotirov. The Transformation of a Capitalist Budget into a 
Socialist One in Bulgaria: I. Nrkotov. Some Problems of Workers’ Savings: K. ANTONOV. 
Prices for Goods and Services Fixed by Local Councils: S. Toporov. A Meeting of Central Banks 
of Socialist Countries: N. G. 

No. 9, 1958. Forty-one Years on from the Great October Socialist Revolution. The Trend of 
Capital Investments in the Second Five-year Plan and the Tasks Facing Us: 1. Pauuski. For an 
Improvement in Financial Control over the Work of Draughting Organisations: 1. Popov. The 
Financial Activity of Consumer Co-operatives in the Period of the Second-Five year Plan and the 
Prospects for Their Development: I. IvaNcHEyV. Advances to Industrial Enterprises for Expendi- 
ture on Introducing New Products: D. Kuristov. House-building and Saving for House Con- 
struction in Sofia: D.S. How to Get 100% Fulfilment of the Annual Plan: M. Strotcuev. 
My Work for Budget Fulfilment: K. Kummcuev. From My Experience as a Tax Agent: G. 
Petxov. New Arrangements in Industrial and Building Plans in Czechoslovakia: K. SuKHAN. 
Changes in the Revenue System of the Bourgeois State under Capitalism and Monopoly Profits: 
M. RusENov. 


Ikonomicheska Misl (Bulgarian text, French and Russian summaries) 


No. 5, 1958. In the Spirit of Leninist Principles of Organisation. Present-day Revisionism, the 
Regulating Function of the Capitalist State and Economic Crises: T. VLApIGEROV. On Wage- 
systems in Engineering: S. Ravev. Building the Foundations of Socialist Industrialisation in the 
Korean National Democratic Republic: Yu. Betyazv. The Reduction in Building Costs: N. 
IVANOV. 
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No. 6, 1958. Under the Banner of Lenin—Towards the Construction of Socialism. Some Charac- 
teristics of the Methodology Used in Contemporary Bourgeois Theories; K. Grricorov. On 
Labour Remuneration in Co-operative Farms: K. Kiryaxov. The Application of Leninist 
Principles of Democratic Centralism in Economic Management in Czechoslovakia: J. VEJvopA. 
The XIII Session of the Economic Commission for Europe: Zu. ZurvKov. Africa—An Arena 
for Imperialist Expansion: G. Zuiatanova. How the International Oil Cartel Robbed the 
Bulgarian People: B. PETROVSKI. 

No. 7, 1958. For Closer Economic Co-operation Between the Socialist Countries. Relations 
Between Fertiliser Supply and Our Chemical Industry: D. IvANov. For Specialisation and Co- 
operation in the Cotton Textile Industry: Z. ZuatANov. For More Intensive Use of M.T.S. 
Equipment: M. Maxstmova. Some Problems of State Monopoly Capitalism since the Second 
World War: J. Scummt. On Monopolies in Bulgaria: L. Berov. On the Full Utilisation 
of Solid Fuels: P. Kavev. 


Ekonomist (Serbo-Croat text, English summaries) 


No. 1-2, 1958. Papers Read at the Third Congress of the Union of the Yugoslav Association of 
Economists, agreb, 29-31 May 1958. The Factors of Production and the Production Orientation 
of Yugoslavia: N. Coperyié. The Optimum Rate of Economic Growth: R. Stojanovic. The 
Place of Population in the Future Production Orientation of Yugoslavia: M. Macura. Scientific 
and Methodological Questions on the Choice of Production and Investment Variants: A. ORTHABER. 
The Optimum Investment Volume Within National Income: A. Bayt. The International Division 
of Labour as a Criterion of Production Policy: P. Minattovié. Internal and External Production 
Policy Criteria: V. Pertor. Personal Consumption as a Criterion for Production Policy: V. 
Triéxovic. Discussion. Some Aspects of the Effects of Planning and the Market upon the 
Yugoslav Economy: B. Jevié. The Problem of the Planned Guidance of Accumulation in Yugo- 
slavia: J. SrrorKovié. Economic Development and Price Policy: B. Prr1é. Some Problems of 
the Insufficiently Developed Regions: K. Mirjovsxt. Methods of Financing the Development of 
= — Regions of Yugoslavia: A. Gruiéxov. Discussion. Other Proceedings of the 

inference. 


Ekonomski Pregled (Serbo-Croat text, English Summaries) 


No. 3-4, 1958. National Wealth in Croatia: I. Vinsx1. Economic Intervention in the Market: 
F. Vajn8TANGL. Our Attempts to Use Input-Output Tables to Analyse the Structure and Function- 
ing of the Country’s Economy: Ly. Skare-Vipojevié. Housing Problems: D. Ragié. The 
Effects of an Inadequate Division of Labour on the Possibilities of Using Industrial Capacity in 
Several Shifts: V. Pevayié and Z. Dexié. A Century’s Growth of Croatian Industry: N. 
Juranovié, 

No. 5, 1958. Business Policy in the Enterprise: D.Gorupié. The Household as a Unit in Social 
Research: I. Kiauzer. The Co-operative Movement in the Daruvar District: B. STANCL. 
Regional Economic Planning and Policy in Norway: M. Sexuié. Operations Research: R. 
BosnEk. Analysis of the Croatian National Income in 1957: D. Moméicovié. Some Aspects 
of the United States Economy: M. Ruizté. 


Statisztikai Szemle (Hungarian text, English and Russian summaries) 


June 1958. The Main Characteristics of Domestic Trade in 1957: 1. Feny6. An Analysis of 
a Century’s Development of Flood-control: A. FeKetTe. Statistical Measurement of the Main 
Factors in Industrial Labour Productivity and Their Variation: Gy. Cukor. Computation of the 
Value-added Index in Light Industry: 1. Nacy. The Essence and Importance of Correlation 
Analysis: D. Oparin. A Study-tour to the Yugosiav Statistical Office. Meeting of the Methodo- 
logical Committee for Industry and Construction of the Central Statistical Office. 

Jury 1958. Selected Demographic Data for 1957: A. Kuncer. Problems of Weighting Price 
Indices: L. Drecuster. Trends in the Procurement of Agricultural Produce in 1957: M. 
SzoncotH. Some Data on Employees in Ministries and Councils: A. Ovayos. Current Prob- 
lems of Statistics on Tourism: A. Kotacsex and B, Markos. Hungary’s Hotels and Rest- 
homes: E. SArp1. Resolution of the Board of the Central Statistical Office on the Weighting of 
Price Indices. Meeting of the Methodological Committee for Industry and Construction of the 
Central Statistical Office. A Publication on the Household Budgets of 5,000 Families: T. Uynexyt. 

Aucust-SepTEMBER 1958. Trends of Employment in Hungary, 1949-1957: L. Lencyer. A 
Proposal for an Index Number for Measuring the Profitability of Foreign Trade: J. FAy. Calcu- 

lating the Volume of Building and Installation Work in the Private Building Industry: Gy. Lontt. 

Some Questions on the Bourgeois Theory of Productivity: Gy. Vuxovicu. The Employment of 
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University Graduates in 1957: T. Erpész and K. Fentr. Computation of the 1957/56 Indices 
Sor Production Costs and Material Prices in Industry: S. Tut. The Situation of our Timber 
Supply: T. Péirerrry and T. Vapas. The 1957/56 Cost Index of the State Building Industry: 
I. Asonyt. The Position and Development of Privately-owned Small Industry Reflected in the 
Census of 31 December 1957: Gy. Hapjt. A Comment on the Article of E. Remeti “* Questions 
on the Preparation of the New Statistical Law”: L. MEIXNER. A Statement on the Classification 
of Industrial Sectors and of National Income Indicators among Member Countries of the Council for 
Mutual Economic Aid. The Sixth Preliminary Session of the Conference of European Statisticians: 
Z. KENESSEY. 
OcroBer 1958. Price and Income Elasticities for Consumers’ Goods: J. BENEDECKI and E, 
Téru. Price Trends of Some Important Agricultural Products and Live Animals in the Free 
Market in 1957: T. Szemessy. Some Questions of Household Energy Consumption: L. Ormat 
» and L. Orosz. The Application of the Production Function to the Analysis of Crops on Plough 
Land: L. Pintér. A Visit of Soviet Statisticians to Hungary: Z.K. Calculation of the Value- 
added Index in the Food Industry: F. Nytrrat. Norwegian Experience of Input-Output Tables: 
O. LuxAcs. Dominant Groups of Goods: M.Csorsa. Industrial Technical Schools as Reflected 
in Statistics: T. PAszrory. Meeting of the Methodological Committee for Industry and Con- 
struction of the Central Statistical Office. 


Kézgazdasdgi Szemle (Hungarian text, English and Russian summaries) 


No. 7, 1958. Some Important Characteristics of the Three-year Plan: J.SAzB6. Comments on the 
Proposals of the Select Committee on Economics: 1. Szurvt. The Improvement of Planning 
Methods: E.Varca. Agriculture and the Three-year Plan: K. GARAMVOLGy1 and Gy. Nacy, 
Is Profit-sharing to be Corrected?: J. Kornat. Improvement of Industrial Planning and Manage- 
ment in Czechoslovakia: S. MeEtsEL. Some Questions of Prices Paid to Producers for Agricultural 
Produce: J. Hont. The Profitability of Hungarian Apple-growing: Z. ANTAL. 

No. 8-9, 1958. The Co-existence of the Two Systems and the Existence of a World Economy: Gy. 
Go6ncé.. Problems of the Post-war Industrial Cycle and the Crisis of Over-production: J. 

j Varca. The Concentration of Investments: M. Ayrat. The Theoretical Bases of Inter-sector 
Balances: A. Brépy. The Main Characteristics of the Socialist Fiscal System: A. Scumut. 
Long-term Development of Wood Pulp and Paper Production: L. ANTosand others. The Stratification 
of Peasant Income: A. Mév. Hungary’s Long-term Energy Problem—I: A. Lévat. Some 
Economic Problems of Light Industry: M.StmAn. The Theory of Static Equilibrium of Walras: 
A. MAtyAs. On the Institute of Economics: I. K. Some Problems of the Manpower Balance 
System: Gy. PocAny and G. BAN. Agricultural Price Policy in Sweden and in the U.S.A.: K. 
Inric. 

No. 10, 1958. The Principles of the Current Reform of Producer Prices: I. VinczE. Non-wage 
Incomes of Employees of Socialist Enterprises: E. JAvorKA. Hungary’s Long-term Energy Prob- 
lem—II: A. Liévat. The Foreign Trade and Payments Balance and Its Connexion with the 
National Product and Income Accounts: T. Morva. The So-called ‘‘ Economic Miracle” of 
Western Germany: H. HeInINGER. Foreign Trade Problems of the German Democratic Republic: 
R. Braver. The Problem and Perspectives of Fish Production on an Economical Basis: L. Nacy 
and M. RisIANszky. 

No. 11, 1958. Leading the Fight of the Hungarian People for Forty Years. The Law of Value and 
Prices: B. Cstxés-Nacy. The Volume of Money Circulation and Personal Cash Holding: V. 
VAct. Planning Statistics and Inter-sector Balances: Z. RoMAN. Some Problems of the 
Three-year Investment Plan: 1. Farkas. The Party Shows the Way! (Early Party Docu- 
ments). The Economic Situation of Russia in 1917: R. Dosos. Productive Assets and Accumu- 
lation in Collective Farms: 1. ZovAnyt. The Improvement of Warehouses: Gy. ANDRASI. 


Probleme Economice (Rumanian text, English, French and Russian summaries) 


No. 7, 1958. Against the Revisionists’ Misrepresentation of the Economic Role of the State in a 
Popular Democracy: V. RausseEr. A Mighty Weapon in the Struggle against Revisionism: 1. 
Apam. The Bankruptcy of the Bourgeois Theory of Crisis-proof Capitalism: V.PERLo. Many- 
sided Development—the Main Road Towards the Economic and Organisational Consolidation of 
Collective Farms: C. Coyocaru and P. Avramescu. Grain Output in Our Country and Its 
Prospects: S. HARtIA. Some Problems in the Development of the Food Industry: C. 'TEODORU. 
On the Economic Category of Obsolescence and the Amortisation of the Means of Labour: C. 
NEGuLEscu. Some Aspects of the Economic Efficiency of Industrial Investments: R. SAVEANU 
and H. Bercu. 
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No. 8, 1958. The 14th Anniversary of the Liberation of Rumania from the Fascist Yoke. A 
Precious Aid in the Defence of the Purity of Marxist-Leninist Teaching: I. Somesan. The 
Class Content of Revisionist Theories on Capitalist Property and Accumulation: L. Stroja. Bank 
Nationalisation in the Rumanian People’s Republic: M. Lupu. On the Cost of Production in 
State Farms: M. Popescu. Timber Saving—An Important Problem of the National Economy: 
A.Harap. State Monopoly Capitalism and Some Problems of Capitalist Credit: B. COMISIONER. 
On Some Lectures on Socialist Economics Delivered at the Lenin Institute of Economics and Planning: 
D. Emmuran. The Recession in Capitalist Countries. Aspects of the Economic Efficiency of Maize 
in Comparison with Other Fodder Crops: I. HayEGAN. Problems of the Post-war and the Recent 
Overproduction Crises as Discussed by Soviet Economists. 

No. 9, 1958. The Strengthening and Development of the Socialist-Co-operative Sector—the Main 
Task in the Present Stage of the Socialist Transformation of Agriculture. Concerning the Achieve- 
ments and the Tasks of State Farms: B. Scutopu. The Economic Efficiency of Maize Culture: 
V. Popovict. Overcome the Lag in Stock-breeding: V. Guicor and C. CoNsTANTINESCU. 
Aspects of the Training of Agricultural Specialists: S. VREJBA and N. Donpera. The Con- 
tribution of the Engineering Industry to the Development of the Technical and Material Base of 
Agriculture: VV. AcTARIAN. Prospects for Vine-growing in Rumania: Gu. IonitA. The 
Agrarian Crisis and the Class Character of Farm Policy in the U.S.A.: T. Beck. Concerning the 
Development of Poultry Raising in State Farms: G. SERAF™M. 





NEW BOOKS 
British 


Agricultural Policy in the European Economic Community. PEP Occasional Paper 
No.1. London: Political and Economic Planning (16 Queen Anne’s Gate, S.W.1), 1958. 
8)”. Pp. 26. 2s. 6d. 


[This is the first of a series of Occasional Papers which PEP is now publishing from its study, 
financed by the Ford Foundation, of Britain and the European Market. It describes the present 
agricultural policies of the six common market countries and the provisions relating to agriculture 
in — Treaty. Possible effects on other countries are reserved for treatment in a later 
paper. 


AumaD (Naris). An Economic Geography of East Pakistan. London: Oxford Uni- 
versity Press, 1958. 94’. Pp. xiv + 361. 50s. 


[This is a well-written, well-produced work, with fifty-six maps and fifty-nine tables. In Part I 
the physical setting and geographical background is described. There is a historical survey of 
agriculture, industry, trade and transport in the second part and, in the third, the economic geo- 
graphy of the present day is discussed. The historical section is too brief to be penetrating, but on 
the post-war economy there is a great deal of valuable information. The dominance of agriculture, 
lack of modern industry and pressure of population are well illustrated. The author has produced 
a descriptive study of merit. He is little concerned with economic analysis or policy.] 


Bernat (J. D.). World Without War. London: Routledge & Kegan Paul, 1958. 
9, Pp. xi + 308. 25s. 


[To be reviewed.] 


Brown (Lucy). The Board of Trade and the Free-trade Movement, 1830-42. 
London: Oxford University Press, 1958. 9”. Pp. 245. 30s. 


[The subject of this scholarly monograph is the part played by Board of Trade officials in the free- 
trade movement up till Peel’s reform of the tariff in 1842. The leading officials at the Board were 
strong supporters of free trade and made full use of their position to advance their views. Miss 

WN gives an interesting and detailed account of the political environment in which the Board 
worked and of the personalities involved. She then describes the day-to-day activities of the Board 
in the collection of statistics and in commercial negotiation. Finally, she discusses the part played 
by the Board’s officials in the attack on the tariff. This part was most prominent in the organisation 
of the well-known Select Committee on Import Duties in 1840 and the dissemination of its findings. 
The main interest of Miss Brown’s work is as a study in administration and the history of opinion, 
but = and well-documented material on British overseas trade during the period is also 
Provided. 
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Denman (D. R.), Switzer (J. F. Q.) and Sawyer (O. H. M.). Bibliography of Rural 
Land Economy and Landownership, 1900-1957. A full list of works relating to the British 
Isles and selected works from the United States and Western Europe. Cambridge: Cam- 
bridge University Department of Estate Management, 1958. 10”. Pp. xii + 412. 35s. 


[The aim of this bibliography is to include all relevant items published in Britain from 1900 to 
1957 and a selection of books and articles published elsewhere. The main body of the work con- 
sists of a classified list, arranged under the following general headings, with subdivisions: general 
works; rural economy; land economy; estate economy; research and education; and reference 
works. ‘This is followed by an unclassified list of the same items arranged alphabetically by authors.] 


Doss (M. H.). Capitalism Yesterday and Today. Socialism Today Series, No. 1. 
London: Lawrence & Wishart, 1958. 74’. Pp. 63. 2s. 6d. 


[In this pamphlet, which is the first of a new series, Mr. Dobb sets out to give a non-technical 
account in Marxian terms of the nature and origin of capitalism and to discuss certain of its present- 
day features. The most interesting part of the pamphlet is perhaps that in which he discusses what 
are the causes of cyclical depressions under capitalism and whether post-war experience should be 
taken to imply that these forces have ceased to operate. Also interesting is his brief treatment of 
the relation between Marxian forecasts and recent statistical findings regarding long-term trends in 
profits, wages and capital accumulation.] 


DonnitHornE (A. G.). British Rubber Manufacturing. An economic study of in- 
novations. Industrial Innovations Series. London: Duckworth, 1958. 9”. Pp. 159, 
25s. 


[To be reviewed.] 


Emzic (P.). The Economic Consequences of Automation. London: Secker & War- 
burg, 1956. 9”. Pp. vii + 226. 2ls. 

[Dr. Einzig is a whole-hearted advocate of automation who holds that it is of vital importance 
that we should not lag behind the U.S.S.R. in adopting these new techniques. He puts forward 
the claim in this book that if there is not an Automation Economics, there ought to be. He stresses 
in particular the pressure on firms that have adopted automation to keep output up in the face ofa 
fallin demand. The consequence of this may be a steeper fall in prices or, alternatively, a larger 
rise in inventories than would occur in cases where a reduction in output raises fewer problems. 
Dr. Einzig takes a broad view of his subject, and considers the impact of automation on, and the 
impact on automation of, business cycles, monetary policy, wages policy and the problems of under- 
developed countries. The analysis is very general, but most of Dr. Einzig’s conclusions are sensible 
ones. It is difficult, however, to ascribe to automation as important a role as Dr. Einzig does. 
The reader might have been more convinced if the book had contained a hard analysis of some of the 
points that Dr. Einzig merely touches on. In particular, Dr. Einzig’s argument that vast increases 
in production could be brought about by the rapid adoption of automation should have been 
balanced by a sober assessment of the costs involved. Similarly, his assertion that failure to adopt 
automation will lead to ruin in the balance of payments should have been the subject of a much 
more detailed analysis than it in fact receives.] 


Frus (A.) and GLAMANN (K.). A History of Prices and Wages in Denmark, 1660-1800. 
Vol. I. London: Longmans for the Institute of Economics and History, Copenhagen, 
1958. 11”. Pp. xv + 350. 50s. 


[This work represents the results of a major programme of research that has been carried on 
since the end of the War. This first volume contains an extended treatment of Danish currency, 
weights and measures during the period, and data on the assizes of Copenhagen and on Copenhagen 
market prices. The tables are accompanied by discussion of the institutional background.) 


Git (A. H.). Notes on the Life and Use of Certain Farm Machines. Department of 
Agricultural Economics, University of Reading, Miscellaneous Studies No. 14. Reading: 
Department of Agricultural Economics, University of Reading, 1958. 10”. Pp. 23. 
2s. 6d. 


[This brief paper, based on a sample survey, illustrates an interesting application of certain 
questions about optimum utilisation of capital to the case of agricultural machinery. It is shown 
that for the small farmer wear and tear is a relatively unimportant consideration, because of the low 
intensity of use, and obsolescence is what effectively determines the life of a machine. This is not 
true for larger farmers. On the other hand, it appears that it is more important for the large 
farmer than for the small one to have an efficient and up-to-date machine, because the greater 
intensity of use increases the importance of running costs relatively to the overhead cost of the 
machine. The author briefly considers various arrangements by which the prevalent tendency for 
farm machinery to be under-utilised might be lessened. ] 
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HaGensucu (W.). Social Economics. Cambridge Economic Handbooks. Welwyn: 
Nisbet; London: Cambridge University Press, 1958. 7}. Pp. xvi + 320. 12s. 6d. 


[To be reviewed.] 


Henry (H.). Motivation Research. Its practice and uses for advertising, marketing 
and other business purposes. London: Crosby Lockwood (26 Old Brompton Road, 
S.W.7), 1958. 9”. Pp. 240. 30s. 


[The author is Director in charge of research at McCann-Erickson Advertising Ltd., London. 
The aim of his book is essentially practical. It describes the nature and commercial uses of motiva- 
tion research clearly and with much down-to-earth common sense. The brief discussion of the 
broader economic and ethical issues in the concluding chapter is not profound, but the author has 
given abundant material for reflection on these aspects in the main part of his exposition. ] 


Hont (K. E.) and Crark (K.R.). The State of British Agriculture, 1957-8. Oxford: 
Agricultural Economics Research Institute, University of Oxford, 1958. 13”. Pp. 171. 
10s. 

[Like its predecessors in recent years, this publication provides a convenient assembly of statistical 
data relating to British agriculture and its economic environment. The statistics for the last three 
or four years are given in tables, and longer-term movements are shown in charts. There is also a 
certain amount of explanatory text and comment, but particulars of legislation are not covered. 
Information on government agricultural policy is given in the Institute’s other publication, The 
Agricultural Register, which is complementary to the present volume.] 


INTERNATIONAL BANKING SUMMER ScHooL. The Future Organisation of Banking. A 
series of lectures delivered at the Eleventh Session, St. Andrews, September 1958. Edin- 
burgh: Blackwood for the Institute of Bankers in Scotland, 1958. 84’. Pp. 161. 20s. 

[The lectures printed in this volume include ‘‘ The Prospect for Banking,” by Sir John J. 
Campbell, “‘ Forms of Bank Credit,” by Professor A. D. Campbell, “‘ Banking in Developing Coun- 
tries,” by Professor A. K. Cairncross and “‘ Training of Bank Specialists in the U.S.S.R.,” by I. V. 
Chernov, Deputy Chairman of the State Bank of the U.S.S.R.] 


Jacossson (PER). Some Monetary Problems—International and National. Edited 
by E. E. Jucker-FLEETwoop. Basle Centre for Economic and Financial Research, 
Series B, No. 4. London: Oxford University Press, 1958. 9”. Pp. 374. 42s. 


[To be reviewed.] 


Jounson (H. G.). International Trade and Economic Growth. Studies in pure 
theory. London: Allen & Unwin, 1958. 9”. Pp. 204. 25s. 


[To be reviewed.] 


Ketr-Couen (R.). Nationalisation in Britain. The end of a dogma. London: 
Macmillan, 1958. 9”. Pp. x +310. 25s. 


[To be reviewed.] 


LanveEs (D.S.). Bankers and Pashas. International finance and economic imperialism 
in Egypt. London: Heinemann, 1958. 9”. Pp. xvi + 354. 30s. 


[To be reviewed.] 


Lee (Sir Frank). The Board of Trade. The Stamp Memorial Lecture. London: 
The Athlone Press, University of London (distributed by Constable & Co., 12 Orange Street, 
W.C.2), 1958. 84”. Pp. 33. 3s. 6d. 


[In this lecture the Permanent Secretary of the Board of Trade gives an informal sketch of the 
varied activities of his Department and of the aims which it pursues. ] 


LricHtTon-Boyce (J. A. S. L.). Smiths the Bankers, 1658-1958. London: National 
Provincial Bank, 1958. 10”. Pp. xiii + 357. 


__ [This is a history of the group of banks controlled by the Smith family, which were amalgamated 
into the Union of London and Smiths Bank in 1902 and then in turn into the National Provincial 
in 1918. The original business was founded in Nottingham in 1658, and other branches, which in 
due course became largely independent of each other, were later set up in London, Lincoln, Hull 
and elsewhere. Parts of Mr. Leighton-Boyce’s history are of mainly family or antiquarian interest, 
but much useful information on banking practice is also included, especially with regard to the 
cighteenth century. By the end of the nineteenth century, certain branches of the business were 
showing signs of going the way of Marshall’s trees in the forest; but other branches remained 
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vigorous and enterprising, and members of the family have continued to play a very prominent 
part in banking and in other City institutions. A direct descendant of the Smith who founded the 
original Nottingham bank in the seventeenth century was Chairman of one of the Big Five seven 
generations later—a truly striking exemplification of the dynastic principle in the higher reaches 
of the British banking system. ] 


Marsu (D. C.). The Changing Social Structure of England and Wales 1871-1951. 
London: Routledge & Kegan Paul, 1958. 83’. Pp. xiv + 266. 28s. 


[To be reviewed.] 


MartTIn (ANNE). Economics and Agriculture. London: Routledge & Kegan Paul, 
1958. 9”. Pp. viii + 169. 2ls. 


[Reviewed in this issue.] 


MerepitH (H. O.). Economic History of England. A study in social development. 
Sixth edition by C. Etuis. London: Pitman, 1958. 9”. Pp. viii + 440. 20s. 


[The parent of this book was reviewed by Sir John Clapham in this JourNAL, September 1909. 
Since then there have been several reprints and six editions, but, apart from bringing the later parts 
up to date, the editors have made little change. Most of Clapham’s objects of criticism stand 
unaltered. On p. 181, for example, it is still stated that “‘ the success of British arms during the 
Seven Years War . . . must have advanced the Industrial Revolution by half-a-century.”’ Cunning- 
ham and Dicey remain the author’s chief intellectual creditors and one would have liked more 
incorporation of the results of recent research. The value of a book which covers the whole of 
English economic history in less than 450 pages must remain doubtful, but, of its kind, Meredith’s 
is surely a classic. ]} 


Nationalisation. A report by the Federation of British Industries. London: Federa- 
tion of British Industries (21 Tothill Street, W.1), 1958. 83”. Pp. 68. 5s. 


[This statement of the case against further nationalisation gives much weight to the efficacy of 
competition in what is referred to throughout as “‘ free industry ”’ (as contrasted with State-owned 
industry). This, it is claimed, is adequate to prevent the various alleged deficiencies in the private 
enterprise system which nationalisation is designed to eliminate.]} 


Pounps (N. J. G.) and Parxer (W. N.). Coal and Steel in Western Europe. The 
influence of resources and techniques on production. London: Faber & Faber, 1957. 9”. 
Pp. 381. 45s. 


[This book is concerned only in the last chapter with the European Coal and Steel Community; 
its major intention is to provide a historical industrial background to that development. The first 
two-thirds of the book is by a geographer, Professor Pounds, and he is concerned with the history 
of the iron and steel industries in the eighteenth and nineteenth centuries. He traces the influence 
of resources and the spread of techniques from the point of view of their effect on regional concentra- 
tion. The approach is therefore, as might be expected, primarily geographical, and the disadvan- 
tage is its inevitable bittiness. Professor Pounds brings into his purview at least summarily not 
only what his colleague understands by ‘‘ Western Europe ”’ but also Great Britain, Silesia, Russia, 
Scandinavia and other countries. In places the text is little more than a catalogue of dates and 
names, and as such it is not easy reading. The last third of the book is by an economist. Professor 
Parker has set himself an easier task in tracing ‘‘ the response to economic opportunity ”’ of the 
Western European coal and steel industries as a whole and in the twentieth century only. He has 
a theme in the trend of growth and the influences on it, and he is an enthusiast, and all this makes 
his section of the book much more readable. His work on the size distribution of firms, patterns of 
plant integration and cartel organisations is interesting. As a whole, however, this book is disap- 
pointing. Its different sections are not integrated, and it is difficult to see what class of reader it is 
aimed at. It is in very summary form throughout; the real scholar in this field will want to go 
back to the many valuable references—and their extent shows the immense amount of work behind 
this book. At the same time it is not a book to appeal to the general reader. ] 


Rostnson (JOAN) and Ap.ER (S.)._ China: An Economic Perspective. Fabian Tract 
No. 314. London: The Fabian Society, 1958. 84”. Pp. 20. 1s. 6d. 


[This is based on a visit which the authors paid to China in the autumn of 1957. It draws on 
their personal impressions and on the statistics which they were able to collect. It provides a vivid 
and informative picture of recent developments in China. These are discussed in relation to the 
problems of economic growth and planning generally, with due regard also for social implications. 
Issues discussed include the pace of development, the organisation of agricultural co-operatives 
and of industry, urbanisation and population growth.] 
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SxiLuicorn (M. D.). The Measurement of Efficiency in Co-operative Retailing. Co- 
operative College Papers, No. 5. Loughborough: Education Department, Co-operative 
Union, 1958. 9”. Pp. 68. Is. 


[The main part of this paper consists of a study of sales, costs and profits in the dry-goods trade 
of a particular retail Co-operative Society. Stress is placed on the reduction in retailing cost per 
unit brought about by an increase in the volume of sales. This, it is suggested, may indicate a need 
for Co-operative Societies to reconsider their pricing policies in some departments. The main 
study is followed by briefer treatment of efficiency in the food trades and by suggestions for further 
research. ] 


WituraMs (SHIRLEY). The Common Market and its Forerunners. Fabian Interna- 
tional Bureau Research Series 201. London: Fabian Society (11 Dartmouth Street, 
S.W.1), 1958. 83”. Pp. 41. 3s. 

WiiuraMs (SHIRLEY). Britain and the Free Trade Area. Fabian International 
Bureau Research Series 202. London: Fabian Society (11 Dartmouth Street, S.W.1), 1958. 
Si". Po. 33. Ss. 


[These two pamphlets were written before the recent breakdown of the Free Trade Area 
negotiations. In the firs:, the author describes the earlier developments of the European idea in 
the economic sphere, paying particular attention to the experience of the European Coal and Steel 
Community. She then proceeds to a critical discussion of the provisions of the Rome Treaty. In 
the second pamphlet she outlines the aims of the Free Trade Area proposal and the difficulties it 
involves. Her point of view is that although socialists may find much that is not to their taste in 
the European movement in the form it has taken to date, they should not on that account retreat 
into nationalism but should rather accept the need for a breaking down of national barriers and 
should try to pursue their aims in the new wider context.] 


Witson (C. H.) and REapER (W. J.).. Men and Machines. A history of D. Napier & 
Son, Engineers, Ltd., 1808-1958. London: Weidenfeld & Nicolson, 1958. 10”. Pp. 
xi + 187. 35s. 


[This book shows how a business history, when skilfully done, can be of interest both as a story 
in itself and as a study in economic organisation. The life of the firm of Napier, as described by 
Mr. Wilson and Mr. Reader, has fallen inte a number of rather distinct phases. In its early days 
it produced printing-machines, bullets, weighing-machines and other precision engineering pro- 
ducts. In the second half of the nineteenth century the firm moved away from printing machinery, 
and by the 1880s the eccentricities of the second-generation Napier who controlled it caused a 
shrinkage in the volume of its business as a whole. Then in the twenty years before the First World 
War it turned to a completely new line, motor cars, and for a while was one of the leading firms in 
the industry. Its orders for cars were already showing some signs of decline by 1914, and did not 
recover after the War. During the War, however, the firm had been induced, without much 
enthusiasm. at first, to take up the construction of aero-engines, and this thereafter became its 
principal activity. The fortunes of the firm and the nature of its business have reflected very 
markedly the personalities of the three generations of Napiers who ran it. When the third of these 
died in 1931 no successor was at hand within the family, or indeed within the firm at all. After a 
period under the control of outside financial interests, the firm passed in 1942 into the English 
Electric group, which could provide the resources needed in the new circumstances of the aircraft 
industry. If any criticism may be made of the highly readable history which Mr. Wilson and Mr. 
Reader have written, it is that in view of the extreme importance of personalities in the firm’s 
history, it would be interesting to be told more about why in the second and third generations con- 
trol came to pass to J. M. Napier and M. S. Napier respectively, neither of whom was an eldest son, 
rather than to another member of the family.] 


Wincu (P.). The Idea of a Social Science, and its Relation to Philosophy. Studies in 
Philosophical Psychology, edited by R. F. Hottanp. London: Routledge & Kegan Paul; 
New York: Humanities Press, 1958. 73”. Pp. 143. 12s. 6d. 


[To be reviewed.] 
Australian 


AUSTRALIAN AGRICULTURAL Economics Society. Proceedings of the Conference of 
Agricultural Economists, Held at Sydney on February 20. and 21, 1957, edited by P. C. 
Druce. Sydney: Australian Agricultural Economics Society, 1958. 94. Pp. 110. 


[The contents of this are as follows: ‘‘ Agriculture in the Balance of Payments,” by J. G. 
Crawford; a Symposium on Contemporary Agricultural Economics in Australia; “ Uses and 
Limitations of Farm Surveys,” by H. P. Schapper; ‘‘ Resource Productivities and Production 
Functions,” by F. G. Jarrett; ‘‘ Quality in Relation to the Marketing of Primary Products at Home 
and Abroad,” by T. H. Strong; “‘ Capital Formation in Australian Agriculture,” by F. H. Gruen.] 
No. 273.—vOL. LXIX. P 
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New Zealand 


Food and People. A series of articles on world population, food production and con- 
sumption. Wellington: Reserve Bank of New Zealand, 1958. 103”. Pp. 44. 3s. 6d. 


[These articles are reprinted from the Bulletin of the Reserve Bank of New Zealand. They are 
concerned with trends in world supply and demand for food and their implications for New Zealand. 
They bring together much valuable information. As the authors point out, the many uncertainties 
involved make it impossible to draw any firm conclusions as to the best way in which production 
in New Zealand should in the future be divided between exports and import-substitutes. The need 
for New Zealand to broaden her markets and diversify her exports, however, emerges clearly.] 


Canadian 


Hawrtuorn (H. B.), BersHaw (C. S.) and Jamieson (S. M.). The Indians of British 
Columbia. A study of contemporary social adjustment. Toronto: University of Toronto 
Press, and the University of British Columbia (London: Oxford University Press), 1958. 
93”. Pp. ix + 499. 80s. 

[This massive work is the outcome of a large-scale field study. It covers all aspects of the social 
and economic life of Indians in reserves in British Columbia. The aim throughout is to use the 
findings as a basis for policy recommendations. The first two of the authors named are anthropo- 
logists, the third an economist.] 


MacFartane (D. L.) and Brack (J. D.). ‘The Development of Canadian Agriculture 
to 1970. Montreal: Macdonald College, McGill University, 1958. 9’. Pp. 48. 

is contains projections of demand (including export demand) and supply of agricultural 
products in Canada, in aggregate, by commodity and by region. In estimating future productive 
potential, the authors stress particularly the effects on the supply of labour and other resources to 
p> mere of expansion in income and earnings in the non-agricultural sector of the Canadian 
economy. 


RIMBLE (W.). Understanding the Canadian Economy. Toronto: Copp Clark, 1957. 
8”. Pp. vii + 207. $3.00. 


[This is a short introductory text-book designed for the use of first-year students in Technical 
Institutes in Canada. The subject-matter is largely theoretical, though the case of the Canadian 
economy is the one always in mind. The author’s clear and lively style and his eye for what is most 
important at this level of exposition makes the book in many ways an excellent general introduction 
to economics. Unfortunately the standard of accuracy leaves something to be desired at a number 
of points; for example, grave confusion is introduced on pp. 75-7 by treating the forces affecting V 
in the Quantity equation in terms of the propensity to save.] 


Indian 


Basu (S. K.). The Managing Agency System, in prospect and retrospect. Calcutta: 
The World Press, 1958. 83’. Pp. vi+ 222. Rs. 16.00. 


[The prospect for the Managing Agency System in India isa gloomy one. Indeed, many people 
now regard it as an unfortunate institutional relic of British rule, although it has become largely 
Indianised. The 1956 Indian Companies Act has seriously curbed the powers of the Managing 
Agencies, and increasingly state intervention in industry may lead to their demise. Dr. Basu is as 
critical as most writers, and he provides here a useful description of the system’s merits and defects, 
with chapters on earnings, finance, the 1956 Act and integration. He has little to say on the 
origins of the system, and a definitive study of its history remains to be done.] 


Basu (S. K.). A Survey of Contemporary Banking Trends. Calcutta: The Book Ex- 
change (217 Cornwallis Street), 1957. 9”. Pp. 574. Rs. 16.00. 


[This book is the author’s Recent Banking Developments (1951) reorganised and brought up to date. 
The canvas is too wide to do some of the individual subjects justice. It describes not only central 
and commercial banking developments in India, but attempts a comparative study with Britain 
and other countries. There are chapters, also, on the International Monetary Fund and the 
International Bank.] 
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BHOGENDRANATH (N. C.). Development of the Textile Industry in Madras (up to 
1950). Madras: University of Madras, 1957. 10”. Pp. 264. 


[There are three parts in this work; first, a historical survey, mainly from 1900, second an 
analytical study of profits, stock-exchange prices, size of mills, ownership and control, and third 
a review of raw material and labour conditions. There is much interesting information in this 
book, but it lacks conciseness and is very badly organised, as the author more or less admits in his 
introduction. He advocates decentralisation and the revival of the village industry, but provides 
little economic justification for his proposals.] 


Cuanp (GyAN). The New Economy of China. Bombay: Vora, 1958. 84”. Pp. 
xiv + 429. Rs. 16.00. 


[Professor Chand has boldly attempted in this long work to give a picture of recent economic 
conditions in China. The descriptive information is interesting enough, and there is no doubt that 
India can learn something from Chinese efforts to tackle similar problems. A quantitative analysis 
of Chinese achievements is much more difficult. The author uses a great deal of official statistics, 
but admits that he has had “ no opportunity of examining and assessing them with reference to their 
sources, methods and technique of collection.”’ In view of this, how can one agree with his state- 
ment that “‘ the limitations of the available statistics do not, to any significant extent, vitiate the 
conclusions based on them’”’? It is unfortunate that comparisons between Indian and Chinese 
conditions and policies in recent years have been explicitly omitted, although lack of comparative 
statistics would again hinder study here. This book lacks the rigorous research and penetrating 
analysis which would make it a major contribution to our knowledge of China.] 


Desa (M. B.). Report on an Enquiry into the Working of the Bombay Tenancy and 
Agricultural Lands Act, 1948 (as amended up to 1953) in Gujarat (excluding Baroda 
District). Bombay: Indian Society of Agricultural Economics, 1958. 94”. Pp. viii + 
96. Rs. 4.00. 


[This report provides statistical information on the extent and types of tenancy, the caste com- 
position, literacy and indebtedness of tenants, patterns of cultivation and agricultural improvements. 
The failure of the Act to improve conditions substantially is attributed mainly to “ the inferior 
social status and the low standards of literacy of the tenants.”’] 


Desai (N. B.). Report on the Administrative Survey of the Surat District. Bombay: 
Indian Society of Agricultural Economics, 1958. 94”. Pp. xxv + 336. Rs. 12.00. 


[The Indian Planning Commission has stressed the need for the reorganisation of both Govern- 
ment and District Administration if the objectives of the Plans are to be fully implemented. This 
survey examines the evolution and present set-up of the Administration in one district of Bombay 
State. There is an historical survey, a detailed analysis of the methods of revenue collection and a 
description of the organisation and working of various departmental agencies dealing with agri- 
culture, co-operation, health, irrigation and so on. The author makes many recommendations, 
including more decentralisation, the strengthening of village administration and, above all, greater 
liaison between the villager and Government officials.] 


GuosH (A.). Indian Economy, its Nature and Problems. A New Look Indian 
Economics. Calcutta: World Press, 1958. 8}. Pp. xx + 464. Rs. 10.00 or 21s. 


[This is a revised and enlarged edition of the 1957 book which gives a panoramic view of the 
Indian economy, past and present. This edition is divided into two books. The first is on the 
Nature of the Indian Economy and deals mainly with problems of underdevelopment applied to India 
and the first and second five year plans. The second book is entitled Problems of the Indian Economy, 
and contains chapters on national income, agriculture, population, industry, trade unions, finance 
and banking. There is a great deal of factual information and statistics, and it will be a useful 
work of reference. The subjects covered are too wide to allow much depth in the analysis, but the 
author has made a brave attempt to get away from the hackneyed descriptions of the Indian economic 
ous mat to approach it from the angle of growth and development. There is a bibliography but 
no index.] ' 


Guosu (O. K.). Problems of Economic Planning in India. Allahabad: Kitabistan, 
1957. 84”. Pp. viii + 159. Rs. 5.50. 

[There is a surfeit of books on Indian planning. This one has the merit of being written by an 
ex-member of the Planning Commission. There is more realism than one often finds in similar 
works, but the whole is discussed at too superficial a level to be of much value to the serious student.] 
P2 
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Gorwata (A. D.). Not in our Stars. Through the eyes of an Indian critic. Bombay: 
Jaico Publishing House, 1958. 64’. Pp. 303. Rs. 3.00. 

[This provocative little book is a mixed journalistic bag of articles which have mainly appeared 
in Indian newspapers on subjects which include Congress funds, the Communists, the cattle problem, 
caste, language, Russia and the new China.] 


InDIAN CHAMBER OF CoMMERCE. A Handbook on the Companies Act, 1956. Cal- 
cutta: Indian Chamber of Commerce, 1956. 10”. Pp. v + 330. 


[The Indian Chamber of Commerce has recently published a number of studies intended to 
help business-men to interpret and understand the complex language of Indian tax and company 
legislation. In this book the main provisions of the 1956 Act are indicated, and advice is given on 
the correct procedure for, inter alia, incorporating companies, issuing shares, entering contracts, 
issuing debentures and dealing with managing agents.] 


Laitaw (A. F.). Extension Work in the Co-operative Movement. Bombay: 
Central Committee for Co-operative Training, Reserve Bank of India, 1958. 84. Pp. 46. 


[Co-operative extension work has a vital role to play in Indian economics, especially in agricul- 
tural development. This pamphlet is a guide for extension workers, giving advice on their conduct, 
training, type of work and aims.] 


LaxpaAwata (D. T.). Taxation and the Plan. Bombay: Popular Book Depot, 1956. 
oe”. Pp. 211. Rs. 52. 


[The financial problems which have arisen during the currency of the second plan are now well 
known. This book was written before some of them arose, and is in parts therefore somewhat dated. 
It contains a detailed review of the Taxation Enquiry Commission’s Report (1954) and a very able 
analysis of the relative merits of different forms of taxation in Indian conditions. For exam x hy the 
need ri a substantial increase in land revenue is pleaded. There is a critical note on Mr. Kaldor’s 
report. 


Laup (G. M.). Co-operative Banking in India. Bombay: The Co-operators’ Book 
Depot, 1956. 83”. Pp. xii + 718. Rs. 27.8. 


[Mr. Laud describes and analyses the history of co-operative banking in India, its effect on the 
money-lending system, the structure of rural credit, the organisation of village banks, people’s banks, 
industrial banks and mortgage banks. In the last fifty years the movement has made considerable 
— but the majority of the peasants are still indebted to the money-lender for their credit. 

is book would be much improved by drastic pruning.] 


ParekH (H. T.). The Future of Joint-stock Enterprise in India. Bombay: Jaico 
Publishing House, 1958. 9”. Pp.x + 192. Rs. 17.50. 


[This is a broad survey of industrial organisation and finance since the war, with chapters, inter 
alia, on self-financing, taxation, tariff policy, finance institutions, management and managing 
agencies, foreign capital and state enterprises. There is a useful statistical appendix on joint-stock 
company finance.] 


Rao (A. V. Raman). The Economic Development of Andhra Pradesh 1766-1957. 
Bombay: Popular Book Depot, 1958. 84”. Pp. x + 384. Rs. 18.75. 

[This is a detailed chronological account of the economic history of the region, admirably 
documented from original sources. There is a wealth of interesting information on agriculture, 
handicrafts, trade and finance. Unfortunately the chronological treatment and lack of general 
conclusions make it difficult for the reader to discuss long-term trends. There is no index.] 


ReseRvE BANK oF INDIA. Review of the Co-operative Movement in India, 1954-56. 
Bombay: Reserve Bank of India, 1958. 94”. Pp. v + 240. Rs. 3.00. 


[This is the seventh review of this subject. It contains a full statistical analysis of all features of 
co-operation with comments on the achievements and problems of the movement.] 


Reserve BANK oF INpDIA. Trends and Progress of Banking in India during the Year 
1957. Bombay: Reserve Bank of India, 1958. 93”. Pp. vi +122. Rs. 4.0 or 7s. 6d. 
[This is a statistical survey of Indian banking during the year, with introductory comments on the 
a —_ of finance, banking legislation and organisation and the relation of the banking system 
to the plan.] 
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Samaj (B. S.). Slums of Old Delhi, 1958. Delhi: Atma Ram, 1958. 84. Pp. 240. 
Rs. 7.50 or 15s. 


[Indian cities are notorious for their slums but descriptions of these have usually been left to sensa- 
tional travel writers. Here we have a serious study, the results of the “‘ Socio-Economic Survey of 
the Slum Dwellers of Old Delhi City.” Statistical and qualitative evidence is presented on popula- 
tion, congestion, housing, sanitation, health, incomes and employment. The result makes depress- 
ing reading and emphasises the enormity of the problems facing Indian town planners.] 


Suau (C.H.). Problems of Small Farmers. A report on an enquiry into the problems 
of low-income farmers in Kodinar Taluka. Bombay: Indian Society of Agricultural 
Economics, 1958. 94”. Pp. ix + 166. 


[This is one of the many excellent regional studies sponsored by the Society. Among the topics 
discussed and illustrated statistically are underemployment, land utilisation, crop production and 
farm practices. Smallness of holdings and scarcity of capital for the purchase of seeds, manures 
and equipment mainly account for the lack of improvements and low yields on the small farms.] 


Suenoy (B. R.). Problems of Indian Economic Development. Madras: University 
of Madras, 1958. 93”. Pp. 236. Rs. 10.00. 


[Here are seven lectures delivered at the University of Madras on finance in the plans, the 
stabilisation of agricultural prices and the gold problem. The author is highly critical on the scale 
of deficit finance in the second plan, and maintains that the plans targets were unrealistically high. 
Events since then have partly justified his pessimism, although foreign aid has come to the rescue. 
He is no more optimistic about price-stabilisation schemes in farming, and also makes a brief plea 
for the devaluation of the rupee.] 


Wartrat (P. K.). Population Problem in India. A census study. New Delhi: 
Minerva Book Shop, 1958. 83”. Pp. iv + 228. Rs. 10.00. 


[Any book on Indian population is bound to be compared with the excellent study by Kingsley 
Davis, sponsored by the Princeton Office of Population Research. Mr. Wattal has produced a 
readable little book, based almost entirely on Census data, but, in comparison with the other, it 
suffers severely. It has neither the scope, the original research nor the presentation of the American 
work. ] 


Pakistani 


Husain (A. F. A.). Human and Social Impact of Technological Change in Pakistan. 
Report of a survey conducted by the University of Dacca and published with the assistance 
of UNESCO. In two volumes. Vol. I: Pp. xix + 404, 12s. 6d.; Vol. II: Reports 
of Case Studies: Pp. viii + 345, 7s. 6d. Dacca: Oxford University Press, 1956 (London: 
Oxford University Press, 1957). 8”. 

[This is the report on a survey conducted by the University of Dacca, with the assistance of 
UNESCO, into problems arising from the increasing industrialisation of East Pakistan. The 
sources are official statistics and the results of a large number of case studies which form the second 
volume. There is interesting information on attitudes to work, housing, class, health and similar 
socio-economic facts. A reading of the case studies provides a valuable insight into the way of life 
of the villagers and factory workers. ] 


American 


ALLEN (R. L.).. Middle Eastern Economic Relations with the Soviet Union, Eastern 
Europe, and Mainland China. Charlottesville, Virginia: Woodrow Wilson Department 
of Foreign Affairs, University of Virginia, 1958. 9”. Pp. 128. $1.00. 


[The author describes recent relations between the countries of the Middle East and the Soviet 
bloc by way of trade, bilateral commercial agreements, credit and technical assistance, and atms 
transactions. He concludes by assessing the aims of the Communist leaders in these dealings and 
the consequences for western political and economic policies in the region.] 
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An Appraisal of the 1950 Census Income Data. Studies in Income and Wealth, Vol. 
XXIII, by the Conference on Research in Income and Wealth. Princeton, New Jersey: 
Princeton University Press for the National Bureau of Economic Research (London: 
Oxford University Press), 1958. 9”. Pp. x +450. 80s. 

ba contributions to this conference fall into two main groups. The first group consists of 
methodological papers containing analyses of the relations and consistency between Census income 
data and other sources of information on incomes. The second group deals with substantive findings 
from the Census data. Certain statistics on income size-distribution from the Census are included 
that are not elsewhere available.] 


Barucu (B.). My Own Story. New York: Henry Holt, 1957 (London: Odhams 
Press, 1958). 9”. Pp. 288. 21s. 

[This first part of the entertaining reminiscences of the American financier and statesman is 
concerned mainly with his business experiences before the First World War. It contains also his 
reflections on certain social and political problems of the present day.] 


Baum (W.C.). The French Economy and the State. A RAND Corporation Research 
Study. Princeton, New Jersey: Princeton University Press (London: Oxford University 
Press), 1958. 94”. Pp. xvi+ 391. 60s. 


[To be reviewed.] 


Bernstein (M. H.). The Job of the Federal Executive. Washington, D.C.: The 
Brookings Institution, 1958. 84”. Pp. x +241. $3.50. 

[This study of an aspect of public administration in the United States is based on a series of con- 
ferences in which a group of present and former federal officials took part. The topics discussed 
include the nature and environment of the work of those engaged in the federal service, the relations 
between political and career executives and problems of recruitment. ] 


Brrr (K.). Pioneering in Industrial Research. The story of the General Electric 
Research Laboratory. Washington, D.C.: Public Affairs Press, 1958. 9”. Pp. 204. 
$4.50. 


[To be reviewed.] 


Bourneur (AuicE). Norway: The Planned Revival. Harvard Economic Studies, 
Vol. CVI. Cambridge, Mass.: Harvard University Press (London: Oxford University 
Press), 1958. 83”. Pp. xiv + 233. 40s. 


[To be reviewed.] 


BucHANAN (J. M.). Public Principles of Public Debt. A defense and restatement. 
Homewood, Illinois: Irwin, 1958. 9”. Pp. x + 223. $5.00. 


[To be reviewed.] 


Busuaw (D. W.) and Ciower (R. W.). Introduction to Mathematical Economics. 
Homewood, Illinois: Richard D. Irwin, 1957. 93”. Pp. ix + 345. $7.00. 


[This work is the result of collaboration between a mathematician and an economist. Part I 
on Economics makes use of Part II on Mathematics. The latter, while covering a useful range of 
topics, is presented very formally and will certainly prove hard going for anyone doing more than 
refreshing his existing knowledge. Part I is written in a stimulating and illuminating style. Con- 
siderable emphasis is placed on the necessity of considering both stocks and flows in market analysis. 
The matters discussed are somewhat limited in scope, being confined to the older and more con- 
ventional departments of mathematical economics, ¢.g., stability and dynamics of markets, con- 
sumers’ behaviour and the theory of the firm. The book should prove a useful guide to students 
half-way to Samuelson’s Foundations of Economic Analysis; but surely activity analysis and its associated 
linear algebra ought now to be treated at an elementary level in any introductory course.] 


Cuanc (Kia-Ncavu). The Inflationary Spiral. The experience in China, 1939- 
1950. New York: The Technology Press of the Massachusetts Institute of Technology and 
John Wiley (London: Chapman & Hall), 1958. 93”. Pp. xvii + 394. 80s. 


[To be reviewed.] 
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Cot (G.) and GzicEr (T.) assisted by HELzNER (M.). The Economy of the American 
People. Progress, problems, prospects. Planning Pamphlet, No. 102. Washington, 
D.C.: National Planning Association, 1958. 9”. Pp. 167. $2.00. 


[This provides a well-informed factual survey of the present state of the American economy 
together with a balanced discussion of some of the chief problems arising in it: fluctuations, distri- 
bution of income, anti-trust policy, international economic relations, etc. It is written from the 
liberal-minded business point of view characteristic of the National Planning Association.] 


Eckstein (O.). Water Resource Development. The economics of project evaluation. 
Cambridge, Mass.: Harvard University Press (London: Oxford University Press), 1958. 
83”. Pp. xiii + 300. 52s. 


[To be reviewed.] 


Grasiti (W. H.), Kiser (C. V.) and WHetpton (P. K.). The Fertility of American 
Women. In the Census Monograph Series. New York: John Wiley, for the Social 
Science Research Council and the Bureau of the Census of the U.S. Department of Com- 
merce (London: Chapman & Hall), 1958. 93”. Pp. xvi + 448. 76s. 


[This formidable collection of findings is based on tabulations of the Bureau of the Census, 
supplemented by certain material drawn from other sources. It is concerned with trends in 
reproduction since Colonial days and with differentials in fertility according to geographic and 
urban-rural residence, colour, age, education, occupation, income, etc. It will undoubtedly 
become a major source-book for students of fertility.] 


Hamitton (D. C.). Competition in Oil. The Gulf Coast refinery market, 1925-50. 
Cambridge, Mass.: Harvard University Press (London: Oxford University Press), 1958. 
93”. Pp. xiv + 233. 60s. 


[The purpose of this monograph is to assess the effectiveness of competition in the refinery 
section of the oil industry on the Gulf Coast. There is a considerable degree of vertical integration 
between crude oil production, refining and distribution, but the non-integrated part of the industry 
is sufficiently large to create an independent market in which refiners may buy and sell. They are 
in fact in a relatively favourable position in this respect, since the capacity of the non-integrated 
refiners is much smaller than the capacity of the non-integrated producers of crude oil. The 
structure of the refinery market is moderately oligopolistic, and entry is difficult but by no means 
impossible. As far as structure is concerned, therefore, effective competition is feasible but not 
inevitable. Examination of the actual performance of the industry leads the author to the tentative 
conclusion that competition has in fact worked fairly well. There has not been any general 
tendency to excess capacity, and profits have been low and the processing margin (measured in 
constant dollars) has shown a slight secular decline.] 


Hicxman (W. B.). Corporate Bond Quality and Investor Experience. National 
Bureau of Economic Research, Studies in Corporate Bond Financing No. 2. Princeton, 
New Jersey: Princeton University Press for the National Bureau of Economic Research 
(London: Oxford University Press), 1958. 94”. Pp. xxix + 536. 


[This is the second volume in the National Bureau’s large-scale research project on corporate 
bonds. A massive collection of data is provided on life-span yields, defaults rates, promised yields 
and price behaviour of bonds, studied in relation to agency ratings, market ratings, date of issue, 
size of issue and other characteristics.] 


Hinsuaw (R.). Toward European Convertibility. Essays in International Finance, 
No. 31. Princeton, New Jersey: International Finance Section, Princeton University, 
1958. 9”. Pp. 33. 


[This is a description and interpretation of the various moves towards and away from currency 
convertibility that have been made since the War. It was, of course, written before the recent 
establishment of non-resident convertibility. It includes an interesting discussion of the European 


Monetary Agreement. ] 


Kennepy (W. F.). Humanist Versus Economist. The economic thought of Samuel 
Taylor Coleridge. University of California Publications in Economics, Vol. 17. Berkeley 
and Los Angeles, California: University of California Press, 1958. 103”. Pp. 96. $2.00. 


_ [In this essay Coleridge and Bentham are taken as the fountain-heads of two opposing streams 
in social thought. Coleridge’s views on economic questions are first considered in relation to his 
philosophy as a whole. The conflict in the writings of later economists between the clear but 
narrow Benthamite philosophy and the humanistic ideas represented by Coleridge is then traced 
out, with special reference to Mill, Marshall and Keynes. The author maintains that the addiction 
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of later nineteenth-century economists to a narrow Benthamite view of man led them to over-rate 
the importance of economic needs and activities in life asa whole. Mill and Marshall both attempted 
to take a rather broader view, but neither, in the author’s opinion, had at all a firm grasp of Colerid- 
gean humanism, and neither succeeded in bridging the gap between the economists and the men 
of letters who became the main repositories of the humanistic approach to social problems. Of the 
three economists named above, Keynes, in the author’s opinion, came nearest to freeing himself 
from the shackles of Benthamism.]} 


KruTIL1A (J. V.) and Ecxsrein (O.). Multiple Purpose River Development. Studies 
in Applied Economic Analysis. Baltimore, Maryland: Johns Hopkins Press (London: 
Oxford University Press), 1958. 9”. Pp. xiv + 301. 36s. 


[To be reviewed.] 


McKean (R. N.). Efficiency in Government Through Systems Analysis, with Em- 
phasis on Water Resources Development. A RAND Corporation Research Study. New 
York: John Wiley (London: Chapman & Hall), 1958. 94”. Pp. x + 336. 64s. 


[To be reviewed.] 


ManseERGH (N.) and others. Commonwealth Perspectives. Durham, North Carolina: 
Duke University Press for the Duke University Commonwealth-Studies Center (London: 
Cambridge University Press), 1958. 94”.. Pp. viii + 214. 34s. 


[To be reviewed.] 


MixeseEtt (R. F.) and BEHRMAN (J. N.). Financing Free World Trade with the Sino- 
Soviet Bloc. Princeton Studies in International Finance, No. 8. Princeton, New Jersey: 
International Finance Section, Princeton University, 1958. 9”. Pp. viii + 109 + tables. 


[This provides a useful analysis of the organisation of trade and payments in transactions with 
the Communist bloc. At present countries signatory to trade and payments agreements carry on 
about 70% of total East-West trade. The authors analyse the terms and working of these agree- 
ments and the extent of the moves that have been made towards more multilateral means of settle- 
ment. They also provide a useful discussion of the motives that have operated on both sides in 
negotiating bilateral agreements. ]} 


Mortey (F.) (Ed.). Essays on Individuality. Philadelphia, Pennsylvania: Uni- 
versity of Pennsylvania Press (London: Oxford University Press), 1958. 84”. Pp. 270. 
$5.00. 


= contains twelve papers originally prepared for delivery at a conference convened to 
analyse ‘‘ the problem of man’s freedom in the face of modern society’s seemingly irresistible urge 
to socialize and regiment the thought and action of the individual.” The contributors include 
Milton Friedman and Friedrich A. Hayek as well as 2 number of exponents of other social sciences 
and literary men.] 


Puiturrs (J. D.). Little Business in the American Economy. Illinois Studies in the 
Social Sciences, Vol. 12. Urbana, Illinois: University of Illinois Press, 1958. 10”. 
Pp. 135. $2.50. 


[The word “little” in the title is used to distinguish the very small businesses which are the 
subject of this monograph from the larger concerns that are commonly ranked as small in studies 
of business size. The distinguishing feature of little businesses in the author’s usage is the absence or 
near-absence of hired labour. Statistical data are provided on the place of such businesses in the 
American economy outside agriculture. Their total number is, of course, very large, but they are 
mainly concentrated in a few sectors, chiefly retailing and service trades. The author discusses the 
factors affecting the fortunes of these businesses and emphasises the largely nominal character of 
their independence. His general approach is similar in many respects to that expressed in J. 
Steindl’s well-known book, Small and Big Business. He does not believe that any governmental 
measures can arrest the tendency for the place of little businesses in the economy to decline, save at 
prohibitive cost. At the same time he puts forward cogent reasons for rejecting the commonly 
—— oi that independent small proprietors form a socially indispensable ingredient of the 
middle class. 


Ross (R.) and Van Den Haac (E.). The Fabric of Society. An introduction to the 
social sciences. New York: Harcourt, Brace, 1958. 93”. Pp. xv + 777. $10.00. 


[To be reviewed.] 
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RussE.t (R. B.). A History of the United Nations Charter. The role of the United 
States, 1940-1945. Washington, D.C.: The Brookings Institution, 1958. 9}. Pp. 
xviii + 1140. $10.00. 


[This is one of a series of studies on the United Nations undertaken by the Brookings Institution. 
It describes the evolution and negotiation of the Charter within the framework of United States 
foreign policy during the period from 1940 to 1945. It is largely based on State Department 
documents that have not been made public before.] 


Selected Studies of Migration since World War II. Proceedings of the Thirty-fourth 
Annual Conference of the Milbank Memorial Fund. New York: Milbank Memorial 
Fund, 1958. 9”. Pp. 244. $1.00. 

[This symposium deals with both international and internal migration. The contributors 
include D. Kirk, I. B. Taeuber, R. B. Vance, E. Rubin, C. H. Hamilton, D. J. Bogue, E. S. Lee, 
J. K. Folger, J. J. Spengler, S. Kuznets and D. S. Thomas.] 


SnweR (D. A.). Introduction to International Economics. Revised edition. Home- 
wood, Illinois: Irwin, 1958. 9”. Pp. xix + 598. $7.00. 


[The first edition of this workmanlike text-book was published in 1954. Compared with many 
other American text-books on international economics, a good deal of attention is devoted to 
theoretical issues, but the author’s aim throughout is to tie this in with discussions of empirical 
issues. } 


TAEUBER (IRENE B.). The Population of Japan. Princeton, New Jersey: Princeton 
University Press (London: Oxford University Press), 1958. 124”. Pp.xx +461. 120s. 


[The Princeton Office of Population Research is to be congratulated on sponsoring this addition 
to its excellent series of works on population in different regions. This is the first systematic treat- 
ment of Japanese population movements from early times until the present day. Dr. Taeuber has 
apparently been fortunate in the abundance of statistical sources available, and she has used these 
to produce a comprehensive and painstaking study. There are several maps, 141 tables and a full 
bibliography of original and secondary materials. The demographer will find a detailed statistical 
analysis of all aspects of population and, for the economist, there is useful information on occupa- 
tional distribution, urbanisation, industrialisation and the effects of the recent war. One of the 
merits of the book is the way in which the interconnection between demographic and other 
developments is made clear.] 


TEITELBAUM (P. D.). Productive Uses of Nuclear Energy: Nuclear Energy and the 
U.S. Fuel Economy, 1955-1980. Washington, D.C.: National Planning Association, 
1958. 9”. Pp. xi + 187. $3.00. 


[This contains projections of supply and demand for different types of energy in the United 
States. It is reckoned that roughly twice as much energy will be consumed in 1980 as in 1955, and 
that nuclear power will supply nearly 10% of it. This is believed to be a conservative estimate, since 
account cannot be taken of applications of nuclear power in new uses at present not foreseen. The 
author believes, however, that the cost of traditional sources of energy will not rise by much within 
the period under consideration, and the extension of the use of nuclear energy is thus likely to be 
dependent on a reduction in its cost.] 


THomassEN (H.). Business Planning for Economic Stability. Washington, D.C.: 
Public Affairs Press, 1958. 94”. Pp. 60. $2.50. 


[The thesis of this paper is that it is feasible, given certain conditions, for economic fluctuations 
to be avoided without government intervention, so long as businesses pursue a stability-orientated 
type of policy. One of the chief conditions is that there should be a fairly high degree of concentra- 
tion within the economy. The author frequently speaks of “‘ rational” business policy as that 
conducive to overall economic stability. While it may be true that in most cases a firm’s own 
interests will also best be served by a policy that contributes to stability in the economy as a whole, 
there must in a diverse economy be quite frequent cases where this is not so, and the author does not 
altogether clearly indicate how in such cases the divergence between private and social interest is 
to be overcome without government intervention. ] 


Zucker (E.). “‘ Standard Gold” and Silver. The way out of a crisis. New York: 
a Reprint Corporation (16 East 46th Street, New York 17), 1958. 9”. Pp. 88. 

50. 

[This is a reprint of a booklet published in 1932. In a new introduction, the author suggests 


that despite the great changes in economic conditions since that time, some at least of the ideas 
he set forth in 1932 remain relevant. The gist of the author’s proposals were that the purchasing 











218 THE ECONOMIC JOURNAL [MARCH 


power of the world gold stock should be increased by reducing by one-third the normal requirements 
of fineness and that at the same time silver should be re-established as an additional monetary 
metal.] 


German 


StissER (R.). Problems of India’s Economic Development. Kiel: Institut fiir Welt- 
wirtschaft, 1958. 94”. Pp. 83. DM. 8. 
[This is based on a more elaborate work in German by the sare author to be published shortly. 


It provides a brief and largely factual survey of India’s current problems and of the efforts being 
made to cope with them.] 


Dutch 


Some Quantitative Aspects of Stock Trading on the Leading U.S. Stock Exchanges. 
Twenty-five years of development, 1930-1954. By the Foundation for Economic Research 
of the University of Amsterdam. S.E.O. Publication No. 11. Leiden: Stenfert Kroese, 
1958. 10”. Pp. viii + 124 + appendices. FI. 19. 

[This is a descriptive account of the relative importance of different ways of dealing in stocks 
practised in the United States and of the different types of stocks traded in.] 


Tuet (H.). Economic Forecasts and Policy. Contributions to Economic Analysis, 
No. XV. Amsterdam: North-Holland Publishing Company, 1958. 9”. Pp. xxxi + 
562. 100s. 


[To be reviewed.] 


Swedish 


Garptunp (T.). The Life of Knut Wicksell. Translated from the Swedish by 
Nancy Apter. Stockholm: Almqvist & Wiksell, 1958. 84’. Pp. 355. Sw. kr. 30. 


[To be reviewed.] 


Mexican 


Ricarpo (D.). Notas a los Principios de Economia Politica de Malthus. Translated by 
F. M. Torner. Mexico City: Fondo de Cultura Econémica (Av. de la Universidad 975, 
Mexico 12, D.F.), 1958. 93”. Pp. xiv + 331. 


[This is the second volume of the Spanish translation of the Royal Economic Society’s edition 
of Ricardo, edited by Mr. Sraffa.] 


Official 
BriTIsH 


Hornsy (W.). Factories and Plant. History of the Second World War, United 
Kingdom Civil Series, edited by Sir KerrH Hancock. London: H.M. Stationery Office 
and Longmans, 1958. 10”. Pp. xiii +421. 37s. 6d. 


[To be reviewed.] 


INTERDEPARTMENTAL COMMITTEE ON SOCIAL AND Economic Reszarcu. Guides to 
Official Sources: No. 1: Labour Statistics. Material collected by the Ministry of Labour 
and National Service. Revised edition. London: H.M. Stationery Office, 1958. 9}”. 
Pp. 78. 5s. 


[The third edition of this booklet has been enlarged and rewritten. As well as being brought 
up to -_ ig new edition incorporates information on such data as are available for the period 
before - 
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Ministry OF AGRICULTURE, FIsHERIES AND Foop. Domestic Food Consumption and 
Expenditure, 1956. Annual Report of the National Food Survey Committee. London: 
H.M. Stationery Office, 1958. 93”. Pp. 172. 9s. 6d. 


[This seventh report in its series follows the same general lines as last year’s issue, with certain 
minor reclassifications and amplifications. A new.chapter deals with differences in dietary patterns 
that are associated with occupational status.] 


Roya Commission on Common Lanp 1955-58. Report. London: H.M. Stationery 
Office, 1958. 93”. Pp. viii + 284. 14s. 


[The Commission was appointed to consider possible changes in the law. Its unanimous report 
provides an extensive list of recommendations relating to registration, public access, and manage- 
ment and improvement of common land. These recommendations are preceded by a description 
of the present state of affairs. Several papers by members of the Commission are given as appendices, 
including a paper on the “‘ History of Common Land and Common Rights,”’ by Dr. W. G. Hoskins, 
and a paper on “‘ The Geographical Distribution of Common Land,” by Professor L. Dudley 
Stamp. ] 


CANADIAN 


REstRIcTIVE TRADE Practices ComMIssiON, DEPARTMENT OF JUSTICE, OTTAWA. 
Material Collected for Submission to the Commission in the Course of an Inquiry into 
certain Discriminatory Pricing Practices in the Grocery Trade. Ottawa: Department of 
Justice, 1958. 10”. Pp. xiii + 220. 


[Unlike most of the reports issued by the Commission, this is not a report into a specific alleged 
malpractice but a report of a more general character on a group of practices. It contains a chapter 
of general economic analysis of price discrimination. This is followed by a description of the special 
discounts and allowances operating in the Canadian grocery trade and their relation to the working 
of competition in that trade.] 


INDIAN 


DrRECTORATE OF ECONOMICS AND STATIsTICs, MINISTRY OF FooD AND AGRICULTURE. 
Agricultural Legislation in India. Vol. II: Consolidation of Holdings. Delhi: Govern- 
ment of India Press, 1957. 93’. Pp. xxvi + 162. 


[The small size and bad lay-out of many Indian farms impedes agricultural improvement. 
The introduction to this work provides some statistical evidence of this problem and reviews recent 
measures taken to rectify it. The main part of the book reproduces the various Acts passed by 
state governments on the consolidation of holdings.] 


AMERICAN 


High Rent Housing and Rent Control in New York City. New York: State of New 
York Temporary State Housing Rent Commission, 1958. 9”. Pp. 173. 


[This is a study of the peer | of rent control in the case of apartments in Manhattan with a 
legal maximum monthly rent of $200 or more. Extensive statistics, based on a sample survey, are 
given of the economic and rental history of apartments of this class, of new private construction in 
Manhattan, of occupants’ characteristics and housing experience, of space utilisation, and of rela- 
tions with the uncontrolled sector. Rents of these apartments have risen more than the average 
of all rents in New York City but less than the price-level as a whole. The conclusion drawn by 
the authors from their extensive empirical investigation is that rent control has in this instance 
worked as “‘ a social center ig) 2p orderly change ”’ and has not, as far as can be seen, had 
the harmful effects commonly alleged.] 


NerRtove (M.). Distributed Lags and Demand Analysis for Agricultural and Other 
Commodities. Agriculture Handbook No. 141 of the Agricultural Marketing Service of 
the U.S. Department of Agriculture. Washington, D.C.: U.S. Government Printing 
Office, 1958. 10”. Pp. 121. 60c. 


[This is a methodological study. The types of cause that may lead to distributed lags in demand 
relationships are enumerated, including psychological factors, technological factors, institutional 
factors, uncertainty and, in the case of consumer durables, the operation of the acceleration principle. 
The author considers the techniques appropriate for handling the equations that result in each of 
these cases and in particular how best to avoid having to work with equations involving an un- 
manageable number of variables. The author’s most original contributions are in connection with 
lags due to uncertainty. The monograph concludes with a discussion of the Friedman “ permanent 
income ” hypothesis and its application to the demand for individual commodities.] 
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IRAQ . 
FENELON (K. G.). Iraq National Income and Expenditure, 1950-56. Baghdad: 
Ministry of Economics, 1958. 93’. Pp. 28. 100 Fils. 


[This is the first study of the national income of Iraq to have been published. Figures are given 
of consumption, investment and other classes of expenditure generating national income in each 
year from 1950 to 1956. Estimates are also given of national income at constant prices and of 

diture on different items of consumption. The real national income is found to have risen 
by nearly 14% per annum over the period.] 


INTERNATIONAL 


INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT. ‘Thirteenth Annual 
Report, 1957-1958. Washington, D.C.: International Bank for Reconstruction and 
Development, 1958. 11”. Pp. 68. 


[The year 1958 was marked by a considerable expansion in the Bank’s activities, its new loans 
amounting to over 75% more than the average of the three previous years. This report gives 
details of the loans granted and their economic background. It also describes progress of develop- 
ment projects assisted by Bank loans made in earlier years.] 


INTERNATIONAL Monetary Funp. International Reserves and Liquidity. A study by 
the staff of the Fund. Washington, D.C.: International Monetary Fund, 1958. 11”. 
Pp. 104. 

[To be reviewed.] 


EurorpEAN Propuctiviry AGENCY, ORGANISATION FOR EvuROPEAN Economic Co- 
OPERATION. Freedom of Entry into Industry and Trade, by P. Muntne. Paris: O.E.E.C., 
1958. 103”. Pp. 76. 7s. 


[The author analyses the various factors affecting freedom of entry: technology, market struc- 
ture, government regulation and restrictive business practices. He then proceeds to consider the 
effects on productivity and the implications for government policy. The author’s aim is to provide 
a survey of the current state of thinking on this topic rather than to put forward any new views of his 
own, but his general sympathies are with the view that active competition by means of new entry 
has an important effect in promoting efficiency.] 


EvurorpEAN Propuctiviry AGENCY, ORGANISATION FOR EUROPEAN Economic Co- 
OPERATION. The Influence of Sales Taxes on Productivity. Project No. 315. Paris: 
O.E.E.C., 1958. 93”. Pp. 268. 18s. 


[The author of this report is Mr. Charles Campet. Part I of the report contains a theoretical 
analysis of the possible effects of different types of sales tax on the allocation of resources, the choice 
between methods of production, the degree of vertical integration, etc. Part II describes and 
comments on sales taxes currently in operation in nine European countries. ] 


EuropEAN Propuctiviry AGENCY, ORGANISATION FOR EuROPEAN Economic Co- 
OPERATION. Resale Price Maintenance, by S. GAMMELGAARD. Paris: O.E.E.C., 1958. 
94”. Pp. 114. 8s. 


[This provides a lucid and convenient digest of recent literature on the subject. It is dealt with 
under the following headings: general description of resale price maintenance; legislation; why 
business-men (both dealers and manufacturers) favour resale price maintenance; economic effects 
in theory; and economic effects in practice. It is useful to have the not very abundant empirical 
information discussed as well as the more familiar theoretical considerations. The author’s belief 
is that resale price maintenance has an unfavourable effect on productivity in retailing and no clear 
favourable effects to offset this in manufacturing.] 


ORGANISATION FOR EuROPEAN Economic Co-opeRATION. The Elimination of Double 
Taxation. Report of the Fiscal Committee of the O.E.E.C. Paris: O.E.E.C., 1958. 
93”. Pp. 63. 5s. 

[The Committee puts forward recommendations on four questions that arise in double taxation 
Conventions between countries. These are concerned with the listing and definition of the taxes 
which should be covered by such Conventions; with the concept of a permanent establishment; 
with the concept of fiscal domicile; and with tax discrimination on grounds of nationality.] 
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ORGANISATION FOR EUROPEAN Economic Co-OPERATION. Terms Used in International 
Trade and Payments and National Accounts. Glossary and definitions English-French 
and French-English. Paris: O.E.E.C., 1958. 103”. Pp. 146. 12s. 6d. 


[This two-way glossary, designed to supplement existing reference books, was prepared mainly 
for the use of translators within the O.E.E.C. The translations provided are accompanied in many 
cases with explanatory notes giving full background information.] 


ORGANISATION FOR Europran Economic Co-operation. Eighth Annual Report of 
the Managing Board of the EuROPEAN Payments Union for the Financial Year 1957-58. 
Paris: O.E.E.C., 1958. 94”. Pp. 59 + tables and graphs. 8s. 


[This report covers the year ending June 30, 1958. The operations of the Union and the 
activities of its Managing Board are described against the background of the general economic 
situation in Europe. Full particulars are given of the financial assistance granted to France, which 
was the main feature of the year’s operations. ] 


Unirep Nations. Management of Industrial Enterprises in Under-developed Coun- 
tries. New York: United Nations, 1958. 9”. Pp. v + 35. 2s. 


[This report is based on the discussions of a panel of experts with practical experience of manage- 
ment problems in underdeveloped countries. It deals both with the recruitment and training of 
managers and with the actual problems of management in the spheres of labour, production, 
marketing and financial control, and relations with government.] 


Unirep Nations. Reclassification of Government Expenditures and Receipts in 
Selected Countries. New York: United Nations, 1958. 103”. Pp. ix + 124. IIs. 


[This a is concerned with certain problems in the classification and presentation of statistics 
relating to the economic activities of government, looked at mainly from the point of view of how 
best to facilitate economic analysis, but with some regard also to practical questions of administra- 
tion and accountability. The topics discussed are: accounting systems used in studies of the public 
sector; links between conventional budgets and economic reeiassification schemes; use and 
development of cross-classification; and treatment of transactions of public enterprises. Extensive 
illustrative tables are included taken from the accounts of individual countries.] 


Untrep Nations Foop AND AGRICULTURE ORGANISATION. The State of Food and 
Agriculture 1958. Rome: F.A.O., 1958. 11”. Pp. x +222. 12s. 6d. 


In addition to a general survey of the year, this report contains two special chapters, one on 
food and agricultural developments in Africa south of the Sahara, and the other on the growth of 
forest industries. In the survey chapter, the report notes that in 1957/58 there was for the first time 
since the War a check to the upward trend in world agricultural output. The immediate cause of 
this lay largely in unfavourable weather, but longer-term economic factors were also partly respon- 
sible. An increasing contrast is shown to exist between the agricultural situation in advanced 
countries, where output could comparatively easily be raised above existing levels but demand is 
deficient, and backward countries, where the reverse is the case. In the opinion of the authors of 
the report the pricing policies followed in the two types of country have been such as to aggravate 
this disharmony.] 








